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PUEFACP]. 


r|WIS volunio Is an attempt to adap? the first volume 
of my Prmcij)le8 of EcoiKyniics to the needs of junior 
students. 

The luicc^ssary abridgcnnuit has Imhui (;ffected not by 
systematic compression so much as by th(^ omission of many 
discussions on ])oints of minor importance, and of some difHcult 
theoretical investigations. For it seemed that the dilRcgilty 
of an argument would bt^ increased rather i^lian diminished 
by curtailing it and leaving out some of its steps. The 
argumentative parts of tlie Princijdea are therefore as a rule 
either reproduced in full or omitte^d altogether; reference in 
the latter case being sometimes made to the corresponding 
places in the larger treatise. Notes and discussioiis of a 
literary character have generally been omitb'd. 

Very little is said on trade unions in Vol. I. of the 
PriucipleSj becaus(5 their influence depends much on the 
course of foreign trmle and on commercial llu(;tuations. But 
in the present volume, tlie practical conveni(Uice of discussing 
them in close connection with the main theory of distribution 
seemcid to outweigh the disadvantages of treating, them pre¬ 
maturely and in some measure iiicomplekdy; and a chapter 
on them has been inserted near the end‘of l^)ok VI. 
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1. Poj.iTKiNL K<’ON(>mv, Of K('o\()Mics, is a study of 

man’s actions in tin*, ordinary liusiness of life; it Economics is 

iinniires how In*, ^cts Ids incoino and liow lio a study of 
. X <• 11 1 • 1? • 1- • 1 1 1 wealth, and a 

uses it It foll(»ws the action or individuals and part of the 

of nations as they seek, hy separate or collective study of man. 
endeavour, to increase the material means of their well-lieiiig 
and to turn their resources to the l>(‘st account. Tims it is on 
the one side a study of wealth, and on the other, and more 
iinpoi'tant side, a part of the study of man. For maii^s 
character has been moulded hy Ids every-day work, and by 
the material resources which he thereby procures, more than 
hy any other influence unless it be that of liis religious ideals ; 
and tlie great forming agencies of the world’s Id story, hav(5 
Iieeii the religious and the economic. Here and tliere the 
ardour of the military or the artistic spirit has been for a 
while predominant: Vmt religious and ('cononiiv' influences liave 
nowliere biieii displaced from the front rank even for a time ; 
and they liave nearly always lieeii more important than all 
others put together. Religious motives are more intense than 
economic ; but their direct action seldom extends over so large 
a part of life. For the business by which a jierson 
earns his livelihood generally Alls Ids thoughts formed by 
iluring by far the greater part of tho.s(^ hours in 
which his mind is at its best; daring them Ids cjiaracter is 
bein^ formed ])y the way in which ho uses his faculties in 
M. ® 
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BOOK 1. CH. 1. §§ 1, 2. 

his work, by^ihe thouglits and the feelings ,\\v'liicli it suggests, 
and by his relations to his associates ni work, liis (‘iiiployers 
or his employes. 

And very often the intiuence exerted on a person’s 
character by the amount of his income is hardly l(^ss, if it 
is less, than that exerted by the way in whicli it is eaiiuid. 
Poverty causes Tt makes lit tle diti'erence to tlu^ fulness of life 
degradation. family whether its yearly income is .£1000 

or X5000. But it makes a A’ery great drfhu’enee whetlu'r the 
income is i!30 or .£150: for with £150 tlu; family lias, with 
£30 it has not, the material conditions of a (■omph'te life. 
It is true that in religion, in the family atVections and in 
friendship, even the fKxir may lind .scojm^ for many of (hose 
faculties w'hich are the source of the higln^st hap])iiiess. 
But the conditions which surround extreme po^■erly, specially 
in densely crowded places, tend to (h'aden the higher Taeulties. 
Ttiose who have been called tlu^ Kijsiduiuu of our iarg(> towns 
have little opportunity for friendship; they know nothing of 
the decencies and the cpiiet, and very little (^vmi of tlie unity 
of family life; and religion often fails to reacli them. No 
doubt their pbysic;d, mental, and moral ill-health is partly 
due to other causes tliau poverty, but this is the chh'f eaus(‘. 

And in addition to the llesiduum thei’e are wist nuuilM*rs 
of people botii in town and country who ai‘e brought up with 
insufficient f(Mxl, clotliing, and house-room, whose education 
is broken off early in order that they may go to w)rk for 
wages, who thencef(»rtli are engaged during long liours in 
exhausting toil with imperfectly nourished bodies, and have 
therefore no chance of developing their higher mental facultiiw. 
Their life is not nece.ssarily unhealthy or unhappy. Kejoicing 
in their affections towanls (lod and man, and pmliaps even 
possessmg some natural refinement of feeling, they may lead 
lives that are far less incomplete than those of many who 
have more matefifil wealth. But, for all tluat, their poverty 
is a great and almost unmixed evil to them. Even when they 
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arc well, their j'jeariness often aniounls to pair*, while thciir 
plwiKures are few: and when sickness comes, the suffering 
caused hy poverty increases tenfold. And though a contented 
sjJirit may go fa?' towards reconciling them to these (ivils, 
there jii'ci others to which it (Might not to ivconcile them. 
Overworked and undertauglit, w(^ary and can^worn, without 
((uiet and without leisure, th(\y liave no chance of making 
the best of their mental faoultieis. — 

Although tlnm some of the e\dls which commonly go witli 
jMiverty tire not. its necessary consc^quences; yet, broadly 
speaking, “the destruction of the fM)or is their poveity,” and 
tlui study of the causiis of pov^er'ty is the study of the causes 
of t h(^ degi'adatioii of a large part of mankind. 

^ 2. (Slavery was rt^gai’dc'd by Ai'istoth; as an ordinance 
of nature, and so probably w^as it by the slaves ig poverty ne- 
thems(0\ms in olden time. The dignity of man pessary? ^ 
was pi'oclaimed by the Christian i-(^ligion: it has b(*en as- 
vse.i’ted with inci’casing vehemence dui'ing the last hinidi’ed 
yt'.ai's: but it is only through the sjii'cad (ff education during 
quite I’tMHMit times that we are beginning at last to feel the 
full impoit of the phras(\ Xow at last we are setting oui’- 
selve,s sei-iously to impiire. whether it. is ne(;<‘ssai'y that thei’e 
should be any so-called “low(*r classes'’ at all: that is, wd;^ther 
there n(‘(i(^be large numbtu's of people doomed f)‘om their 
birth to hanl woi k in oi'thu* to provide for otlnu's tlu^ loquisites 
of a nifiiied and cultured life; while th((y tliemscdves are pi'e- 
veijt(‘d by their poverty and toil fi-ojn having siny share or 
part in that lift?. 

The hope that poverty and ignorance may gradually be 
extinguished derives inde(xl much aupiK>rt from the sU'-ady 
prf)gres8 of tlie working classes during the j)T’esent century. 
The steam-engine has relieved them of much exhausting 
and degrading toil; wages have risen; education has l)een 
^improved and become more general; the railw^ajr and the 
printing-press have enabled members of the same trjule in 

1—2 
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different parfs of tlie country to communicatt! ejisily with 
one another, and to undertake and carry out broad and far- 
seeing lines of policy; while the growing demand for intel¬ 
ligent work has caused the artisan classes to increase so 
rapidly that they now outjiumber those whose lal)our is 
entirely luiskillwl. A great part of tlie artisans have ceased 
to })elong to the “low(U’ classes’’ in the sense in which the 
term was «)rigipally used; and some? of them already lead a 
more retined and noble life tlian did tlie majority of tlie 
upi)er classes evcfi a centuiy ago. 

This progress has done more than anything else to give 
practical interest to the question whethei’ it is n^ally inipossibhi 
lhat all should start in the world with a fair chancff of 
leading a cultured life, free fn»n the pains of poverty and 
the stagnating influena*s of excessive mechani(;al Joil; and 
tlys question is being pressed to the front by tlui gi'owing 
earnestness of the age. 

The question canrjot 1x5 fully answered by e(!ojiomic 
science ; for the answer depends partly on the moral and 
ixditical capabilities of human nature; and on tluise matters 
the economist has no special means of infonnation; he must 
do as others do, and guess as best he can. But the answer 
depends in a great measure iifxm facts and inferences, which 
ai'e within the province of economics; and thisit is which 
gives to economic studies their chief and theirmighest in- 
tei'est. 

§ 3. ft might havf^ been expected that a science, which 
Reasons why dcfils with questions so vital for the well-b(;ing of 
mThTrnam of i^iankind, would have engaged the attention of 
recent growth, many of the ablest thinkers of every age, and be 
now wfdl advanced towards maturity. But the bearing of 
economics on the higher well-being of man has been over¬ 
looked ; and it has not received that shares of attention which 
its importance .and its difficulty require. 

Its progres-s has ))een hindcTwl also by tlu* fact that many" 
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of ihoso coiiditiyvs of iiidustrial lifo, ;ind of tln^o iiiethodB of 
production, distribution and consumption, with which modern 
economic science* is conc'erned, are constantly clian^in^^, and 
tljflt their presemt forms are only of recent date’, 

4. It is often said that the modern forms of 1)iisiness 
ai*(‘ distinmiished from the earlicn* by beirm more; 

. . ,, . . . * . ■ . Competition. 

comp(;titive. But this account is m)t <|uite satis 
ffictory. The strict mc'aning of competition«eenis to be; tlu; 
racing of one peu'son against another, with special reference to 
bidding for the; sale or purchase of anything. This kind, of 
racing in t)usin(;ss is no doubt lioth more intt;nse and more 
widely (;xtended than it used to be: but it is only a secondary, 
and one might almost say, an accidental consequenct; from the 
fundamental characteristics of modern business. 

Ther^is no one term that will e.xpress th(‘se characteristics 
adequately. They are, as wi; shall pniseutly see, a certain 
indepeiuhmce and habit of choosing one’s own coiii’se for om*- 
self, a self-reliance; a deliberation and yet a proinptru;ss of 
choice and judgment,, and a habit of forecasting the futui-e 
and of shaping one’s course with reference to distant aims. 
Tht;y may and often do cause jxiople to compete wdth one 
another; but on the other hand they may tend, and just now 
indeed they are tending, in the direction of co-operation* and 
coinbinati<M of all kinds good and evil. lUit th(;se tendencies 
towards ciulective ownei’ship and coll(;ctive action are quite 

’ It is indeed true tliat the change in substance is in some respects not so 
great as the change in outward form; and much more of modern economic 
tln-'Oiy than at first appears can be adapted to the conditions of backward 
races. But the changes in fonn have liiudered writers of eacli successive age 
from deriving nnicli lienefit from tlio work of their jiredecessoi’s. Mmlern 
economic conditions liowever, though very complex, are in many ways more 
definite than those of earlier times: business is more clearly marked off from 
otluir concerns of life; the rights of individuals as against others and as 
against the community are more sharply defined; and almve all the emancipa¬ 
tion from custom, and the growth of fi’ee activity, of constant foretlioiight 
imd restless enterprise have given a new precision and interest *t(» the study 
)f value. 
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different fronf tliose of earlier times, th(\y are the 

result not of eustoin, not of any passive drifting int^ asso¬ 
ciation with one’s neighbours, but of free choice by each 
individual of that line of conduct which after careful delibe¬ 
ration seems to him the best suited for attaining his ends, 
whether they are selfisli or unselfish. 

Further Ihe term “competition” not only fails to go to 
the root of theoiatbu-, and thus errs by defect; it also errs 
by excess. For it has gathered about it evil sa\’our, and has 
come to imply a certain s(‘lfishness and indifference to the 
well-being of others. Now it is true that there is less delibe¬ 
rate selfishness in early than in modern forms of industry ; 
but there is also l(?ss delil)erate unselfishness. 11 is tin? delibe¬ 
rateness, and not the s(‘lfishnes.s, that is the characteristic of 
the modern age. 

r Custom in a primitive .society extends the limits of the 

,, family, and prescribes certain duties to one’s 

Man IS not . ‘ \ 

more selfish neighbours which fall into disuse in a later civi- 
than he was, prescribes an attitude of 

liostility to strangers. In a mod(^rn socicity the obligations of 
family kindness l)econie more intense, though they are concen¬ 
trated on a narrowm- area; and neigblwurs are put more 
nearfy on the same footing with stningers. In ordinary deal¬ 
ings with both of them the standard of fairness honesty 
is lower than in .some of the dealings of a primitive people 
with their neighlx).urs, but it is much higher thaii in their 
dealings witli strangers. Thus it is the ties of neighbourhood 
alone that have been relaxed. The ties of fainily are in 
many ways stnmg(‘r than before; family affection lejuls to 
much more self-sacrilice and devotion than it used to do. 
And again sympathy with those who are strangers to us is a 
growing source of a kind of deliberate unselfishness that never 
existed before f^he modern age. That country which is the 
])irthplace ,of mod«»ni competition devotes a larger part of its ^ 
income tluin any oilier to ehai-itable uses, and spent twenty 
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millions on purchasing the fj-eeclom of the slaves in the West 
Indies, In every age poets and social reformers have tried to 
siimiime the people of their own tiuu^ to a nobler life by 
efvhanting stories of the virtues of the lieroes of old. But 
neither the records of history nor the contemporary observa¬ 
tion of backward I'aces, when carefully studied, give any 
support to the doctrine that man is on the whole harder and 
harsln't' than he was, tw that he was ever more willing than 
h(! is now to siicriTi(?e his own hapjnness for the benefit of 
others in cas(\s wluire custom and law have left him frt^e to 
choose his own course. xVtnoug races whose intellectual capa¬ 
city seems not to have developed in any other direction, and 
Avho have none of th(! originating power of the modern busi- 
iiess jiian, tluire will be found many who show an evil sagacity 
in drivii^ a haid bargain in a market even with their neigh¬ 
bours. So traders are more unscrupulous in taking advantage 
of the necessities of the unfortunate than the corn-dealers and 
money-lenders of tlie East. 

Again, the modern era has undoubtedly given new’ open¬ 
ings for dislionesty in trade. The advance of nor more dit- 
knowledge has discovt*red mov w^ays of making honest, 
things apj)ear other than they ajid has I’endered possible 
m/iny new f()?’ms of adulteration. The producer is now far 
removed ^’om the ultimate consumer; and his wrong-doings 
are not viSted with the pi'ompt and sharp punishment which 
falls on the head of a person who, being bound to live and die 
in his native villag(;, ]>lays a dishonest trick on one of his 
neighboui's. The opportunities for knavery are certainly more 
numerous than they were; hut there is no reason for thinking 
that people avail them.solves of a larger proportion of such 
oj>portunities than they used to do. On the contrary, modem 
methods of trade imply habits of trustfulness on the one side 
and a power of resisting temptation to dishonesty on the other, 
which do not exist among a backwanl peop’le. Instances of 
simple truth and personal fidelity are met with under all social 
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conditions: I^ut tlioso win) have iricMi to os^il)li8h a ])Usinoss 
of irKMlern typo in a Ijackwai’d country find tliat tkjy can 
scarcely ov(*r dejM'Tul on tlie native population for fillir^ posts 
of trust. Adulteration and fraud in trade were rampant in Vlui 
niiddl(‘ a^'i\s to an extent that is surprising when we consider 
the difficultii's of wrong doing without d(?tection at that time. 

In a world in which all men were perfectly virtuous, 

Even con- compcitition would be out of place; hut so als(,) 

structive would 1)0 private property’and ev(^ry form of 

competition . . : . _ 11 i i 

is less bene- private right. Men would think only of their 

fdeaTaitcuistic Would desire to have a larger 

co-operation, share of the comforts and luxuries of life than 
his neighl)ours. Strong producers could easily bear a touch 
of hardship; so they would wish that their weaker neighlx)urs, 
while producing less should consume more. Happy in this 
thought, they would work for the gcmeral good with all the 
eiiergy, the inventivenes.s, and the eager initiative that 
lielonged to them; and mankind would he victorious in 
contests with nature at every turn. Such is the Golden 
Age to which j)oets and dreamers may look forward. But 
in the responsible conduct of affairs, it is woi’se than folly 
to ignore the impe.rfcction-»< which still cling to human 
nature. 

The term “competition” is then not well suited to dfxscribe 
the special characteristics of industrial life in the iiroderii age. 
We ncwl a term that does .not imply any moral qualities, 
whether gf)od or evil, but which indicates the undisputed fact 
that modern business is ebaracterized by more self-reliant 
habits, more forethought, more, delil)crate and free choice. 
There is not any one term adequate for this purpose: but 
Economic Fkkkdom OF Industky AND Fnterpkisk, or more 
Freedom. shortly, EcoNOMiC P’liEEDOM, points in the right 
direction, and may Is^ used in the ahsenco of a l)etter. 
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CHAPTER JI. 

TIIK GROWTH OV FREE INDUSTRY AND ENTERPRISE. 

§ 1. Tiik grotvth of Economic Ereodom has been slow 
and fitful. Early civilizations were nec(issarily Early civiii- 
in warm cliniat«?s l)ecauHc no great advance in 
culture can Ix^ made except where there is a considerable 
surplus above the bare necessaries of life; and influence of 
in a cold climate man’s whole energies are ab- 
sorbed^in providing these necessaries, unless he is aided by 
accumulated wealth and knowledge. But a warm clii^ate 
lowers energy and in cons(H|.uence the great body of workers 
in the old civilizations of the East were of a submissive and 
unenterprising character; and were kept to their work by 
the discipline of the ruling castes. These ruling castes had 
generally come at no distant date from a more bracing climate, 
either in mountainous regions or in the distant North. They 
devoted themselves to war, to |>olitical and sacerdotal func 
tions, and sometimes to art; hut they avoi(l(*d manual work, 
and left that to sei-fs aial slaves. The manual lalxmr classes 
scarcely even conceived the idea, of freedom ; but l(X)ked to 
custom as the great protector against arbitrary oppression. 
It is true that some customs were very cruel; influence of 
but if customs were merely cruel they speedily 
destroyed the lower classes and therefore also the upper 
classes who rested on them. And in conse(|uence those races 
which have liad a long history are also those whose customs 
have on the whole been kindly, and th(^ good largely pre¬ 
dominates over the evil in the records of the influence of 
custom on mortal as well as physical welMi(*ing. 
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There is u^cli to be learnt even now fr(vp the ideals of 
the life of the free citizcMi wliieh were th|U/,dit 
Greece and out by the best minds among the GreelSf and 
liomans. But those ideals started from tlte 
assumption that the free man should avoid all luird and 
depressing toil, and leave that for slaves. The grtiat body of 
the workers were in slavery, and there were no high ideals 
of life for them. ^Thus even th(5 best thought of Greece^ and . 
Koine left on one side tlie central problem of our age: it 
never even inquired how far it might be possible for those 
who bore the chief burden of the world’s work to lead lives 
worthy of man; it certainly did not pioneer the patli of 
The Middle modoni industry. Later on the Christian faith 
Ages. in the brotherhood of all men did something to 

lighten the lot of the poor. Hut it was often a iorm of 
worlds rather than a living power to govern men’s actions: 
and the ruling cla8.ses kept the main body of the people in a 
se»fdom, which was not always happy. 

Freedom had moi’e scope in the great trading and in- 
Transition ^Listrial towns ; from them the leadership in 
to modern economic jirogress passed, about four hundred 
industry. years ago, to Holland and other countries; and 
nearly^ two hundred years ago the first placid among the 
leaders fell to England. 

The English had always been vigorous, but they had not 
always been industrious; and it was long before the)' showed 
much power of making new inventions, and of organizing 
work so as to make it effective. But England offered an 
asylum from religious persecution to the protestarit artisans 
of the Continent, who were also generally the ablest, the most 
inventive, and most stjedhist. Their instruction gave England 
the right lines on which to work. She derived stimulus from 
the trade across the Atlantic and Pacilic Oceans, which 
followed the discovery of America and of the i*oute round 
the Cape: for she wiis lietter situated than any other country 
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for this trade ;^,and the work suited well the,teni})er of her 
people. America and Asia alike otl’ercul markets for simple 
maninactures made, in large quantities on the same pattern, 
'fhus she began to grow in wealth; and she gradually 
applied her energies more and more lo manufacturing on a 
larg(^ scale. Omi invention followed another in rapid succes¬ 
sion. 8he ust'd wat<‘r power, and afterwards steam power 
to take off some (jf the most wearisome wor^ from the hands 
of men and women, and to increase production ; and in a 
way things w(*nt well with her’. 

But tlune was another side to the picture. Up to the 
eighteenth c(mtury th(> wag(‘s of labour had been mucli under 
the influrmco of custom ; and what competition there was 
for eniployuu'nt was mostly contined to a small area ; a town 
or a ft»v villages in the same neighbourhood. But the new 
industry in the latt(‘r half of the eighteenth century bjgan 
to atti’act artisans and IalK)urers from all parts of England 
to the manufacturing districts. 

At first there were few large factories. Capitalists 

’ T1j(? quarter of a century beginning with 1760 saw iinproveuients follow 
one another in inanufnetiire even more raj)i(lly than i)i agriculture. During 
that perio<l the transport of heavy go<i»ls wii.s ehcapi'iied by Brindley’s canals, 
the production of power by Watt’s steam-engine, and that of iron by Cort’s 
processes of puddling and rolling, and by Roebuck’s nndhod of snieltiug it by 
iM)al in lieu of the charcoal that had. now become scarce: Hargreaves, Oroinp- 
ton, Arkwright, Cartwi-ight and others invented, or at least made economi¬ 
cally serviceable, the spinning jenny, the mule, the cunling machine, and the 
power-loom; Wedgwood gave a great impetus to the pottery trade that was 
already growing rapidly; and tliero were important inventions in printing 
from cylinders, bleaching by ebeinical agents, and in other processes. A 
cotton factory was for the first time driven directly by steam-power in 1785, 
the last year of the period. The beginning of the niiieteentli-century saw 
steam-ships ami steam printing-presses, and the use of gas for lighting towns. 
Railway locomotion, telegrupliy and photogi’aphy came a little later. Our 
own age has scam numberless improvements and new economics in production, 
prominent among wliich are those relating to the produe.tion of steel, tlie tele- 
plmne, the electric light, and the gas-engine; and the social changes arising 
from material progress are in some respects more rai«d now than ever. But 
the groundwork of the changes that have happened since 1785 was chiefly laid 
in the inveutioua of the years J7<j0 t«» 1785. 
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Histribiited their onlers a great imiihIh'I' small masters 
scattered over the country wherevei* tlierc was watei‘-j|ow(M’ 
to be bad; they tlieniselve.s undeHakinij the risks of Imying 
the raw material and selling the manufactur(‘d goods. It wa^ 
only when steam-power l»egan k) displace water-pow(‘r that 
th(i size of the. factories increased rapidly. Kut, both in its 
earlier and its later forin.s, the new movement tended to nh'ase 
the bonds that Jjad Ixmiid nearly ev(Tyon<} to live in th(‘ 
parish in Avhich he wa.s lM)rn; and it developed free marki'ts. 
The working classes became more migratory, and jnon^ ac¬ 
customed to try to sell their laboiii’ in the best market, 
wln^rever it could be found, whih* the (Muployers also ranged 
far a-field iij their search for workers. 

§ 2. Thus the new organization of industiy achhxl vastly 
to production ; but it was accompanied by some greal evils. 
The |ew Which of th(*so evils was unavoidable we cannot 

organization chanire WHS moving 

accompanied ^ ^ 

by great evils, inost quickly, England Avas stricken ))y a com¬ 
bination of calamities almost unparalleled in Id story. They 
were the cause of a great part - it is impossible to say of how 
gr(;at a part—of the sufferings that are commonly ascribed to 
the sudden outbreak of unrestrained competition. The !o.ss of 
her great colonies was quickly followed by the great French 
war, which cost her more tliaii the total value of ^^lu^ accu¬ 
mulated wealth she had at its commencement. An un¬ 
precedented series of bad harvests made bread fearfully dear. 
And worse than all, a metluKl of administration of the poor 
law was adoptefl which undermined the independence and 
vigour of Jhe people. 

The first part of last century therefore saw free enku’prise 
establishing itself in Elngland under unfavourable circum¬ 
stances, its evils being inkmsified, and its l)enefits Ix'ing 
lessened by external misfortunes. 

The old trade customs and gild regulations we?‘e un¬ 
suitable to the new indu.stry. In sumo pl/ices they were 
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alwMidonwl hy coiiiniou consent: in others ^hey were suc¬ 
cessfully upheld for a time. But it was a fatal 
success; for the new industry, incapable of flourish- maintain old 
kig under the old bonds, left those places for 
others where it could be more free. Then the workei’s 
turned to Government for tlie enforcement of old laws of 
Barliament pi-escribing the way in which the trade should V>e 
carried on, and (‘ven for Uk; i-cvival of the i|egulation of pnces 
and wages by justices of the peace. 

Th(‘se efi’orts eouki not but fail. 'riie. old regulations had 
been the (‘.xpression of the social, moral and economic ideas 
of the time; tlic'y liad been felt out ratboi* than thought out; 
they were the almost instinctive result of the experience of 
generations of men who had lived and <lied under almost 
uneliaijged economic conditions. In the new ago changes 
came so I’apidly tliat tluTC was no time for this. Each nian 
had to do what was riglii in Ids own eyes, witli but little 
guidance from the experience of past times; those who en¬ 
deavoured to cling to old tr-aditions were (juickly su])planted. 

The new race of manufacturers consisted chiefly of tliose 
wlio liad made their own fortunes, strong, ready, enterprising 
men: who, looking at the success obtained by their own 
energies, we*re apt to assume that the ptior and the weak 
were to lie blamed rather than to be pitied for their mis¬ 
fortunes. Impressed with the folly of those who tried to 
bolster up economic arrangements which the stream of pro¬ 
gress had undennined, they were apt to think that nothing 
more, was wanted than t-o make competition perfectly free 
and let tlm strongest have their way. They glorified indi¬ 
vidualism, and were in no hurry to find a nuKlern substitute 
for tlic social and industrial bonds which had kept men 
together in earlier times. 

Meanwhile misfortune liad reduced the total net income of 
th(^ people of Kngland. In a tenth of it wiis al)sorbed 
ill paying the mei-o interest on the National Debt. The goods 
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that were oheaj)ened l)y the new inventions chiefly nianu- 
influence of factuml tx)nimoclitie.s of which the working man 
taxesanTdear- consumer: but the Coni-Laws 

ness of food, prevented liiin from getting cheaply the breall 
on which he <rften spent three-fourths of his little, wages. 
He luwl to .s(‘ll his lalmur in a market in wliicli the forces 
of supply and (hmiand would ha\<^ given him a poor pittance 
even if they had vvork(xl fre(“ly. Ihit he had not tlu^ full . 
advantage .of (economic fi-eedom; 1 k' had mt eflicient union 
with his fellow's; he had neith(?r the knowledge of the market, 
nor the power of holding out for a reserve piice, which ilu*, 
seller of coinimxlities hits, and lu^ w'as urgcxl on to work and to 
let his family w’oi'k dining long hours and under unhealthy 
conditions. This reactt*d on tlu^ (‘flicieney of the working 
population, and therefore on the luit value of tiieir wi^i’k, and 
therefore it kept down their wagiis. The (unployment of chil 
dren during excessive hours lM*gan in the soventemith wmtury, 


and remained gii(5Vous till after tlu^ n^jx'al of the corn laws. 

But aftei' the w'orkmen had recognized tin? folly of attempt¬ 
ing to revive the old rul(^s regulating industry, there was 
no long(;r any wish to curtail the freedom of enterprisi*. The 
suiTerings of the English }KH»p.h; at tlieir woi'st w'ero never 
comparable to those which had been <*aused by the want of 
The ncwf' freedom in France before the Kevolution; and it 
England from argucd that, had it not been for the .strength 
French armies, which England derived from her new industries, 
she would probably have succumbed to a foreign military 
desjMitism, as the fit?e cities had done laifori! her. Small as her 
population w’as .she at some times bore almost alone the burden 
of war against a conqueror in control of imirly all the re¬ 
sources of the Continent; and at other times subsidized larger, 
hut poorer countries in the struggle against him. llightly or 
wrongly, it w'as thought at the time that Europe might have 
fallen permanent!)^ under the dominion of France, as she had 
fallen in an earlier age under that of Kome, had not the 
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free energy of fCiiglish industries supplied tlie^sijiews of war 
against, the coinfflon foe. Little was therefore lieard in, com¬ 
plaint against the excess of free enterprise, hut much against 
tl^t limitation of it which prevc.mted Englishmen from obtain¬ 
ing food from abrofid in return for the manufactures which 
th<‘y could now so easily pnxluee. 

And even trades-unions, which were then Ijcginning that 
brilliant though chequered career whi(L has been more full 
of intercist and iftstruction than almost anythiiig else in 
English history, passed into the phase of seeking little from 
authority except to lx; left alone. They had leai-nt by bitter 
experience, tin; folly of attemj)ting to enforce the old rules by 
which (lovei’iiment had directed the course of industry; and 
tlu'y had as y(’t got no far-reacliing views as k) tlie regula¬ 
tion of tradi; l^y their own action: thcii’ chief aiixiety was to 
increase their own economic fi'eedom by tlie removal of the 
laws against combinations of workmen. 

§ 3. It has be(‘n left for our own generation to pt;rc('ive 
all the e\ils which arose from this sudden in- Dangers of a 
crease of (;conomic freedom. Now' first are wc cnfaseVArcc- 
gettiiig to ujiderstand the extent to which the 
capitalist employer, uidrained to his new- dutii's, was t.cmptcd 
to subordinate the wellbeing of his workpeople to his owm 
d(;sire for gain ; now' first are wt; learning tlu; iiiqxft'tanee 
of insisting tliat tlu; rich ha\'o duties as well as rights in 
theur individual ami in tlu*ir collective capacity ; now first 
is the economic problem (»f the new ago slmwdng itself to 
us as it rt;ally is. This is partly due to a wider knowledge 
and a growdng oarncstness. But however wise and virtuous 
our graudfathers had been, they could not have seen things 
{IS wc do; for they w'cre hurried along by urgent necessities 
and terribh; disasters. 

But we must judge ourselves by a severer standard. Eor 
wo are not now struggling for national existence ; and our 
resources have not been exhausted by great ware : on the con- 
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traiy our powers of prixluct ion liave been ininiensoly increased 

The nation important, tlte repeal of 

is richer, and the Corn Ijaws and the <n’owth of steam coin- 

need not sacn- ... i i i i i . 

fice everything iiiunication have enabled a largely lncrea^ri^d 

to production, population to obtain sutHcient supplies of fowl on 
easy tenns. The averagi^ money income of the people has 
more tlian doubled; while the price of almost all important 
comiiKKlities except animal food and house-room lias fallen by 
one-half or even further. It is true that rren now, if wealth 
were distributed eciually, llnilotal jinKliictioii of the. country 
would only suffice to proviile necessaries and tlie more; urgent 
comforts for the people, and that as things are, many have 
liarely the necessaries of life. But the nation has grown in 
wealth, in health, in education and in morality ; and we ai*(i no 
longer compelled to subordinate’ almost every other isonsi- 
deration to th<! need of increjising tlu! total produce of 
imiustiy^ 

In particular duiiug the present generation this increased 
j)ros])t;rity has made us ricli and strong enough to impose 
new restraints on free ent(?rprise; some temporary material 
loss being submitted to for the sak<^ of a higlier and greater 
ultimate gain. But thes(} new restraints are diflerent from 
the old. They ai-e imposed not as a means of class domi¬ 
nation; but with the jiurpose of defending the weak, and 
especially children and tluj mothers of children, in matters 
in which they are not alile t«» use the forces of competition 
in their own defence. The aim is to devise, deliberately and 
promptly, I’emedies adaptwl to the quickly changing circum¬ 
stances of modem industry; and thus to obtain the good, 

^ In times of peace no one ventures openly to rank money as of high 
imiwrtance in compai-ison with human lives; but in»the crisis of an expensive 
war money can always be used so as to save them. A general who at a 
critical time sacrifices lives in order to protect material, the loss of which 
would cause the loHs/)f many men, is held to have actml rightly, though no 
one would oja'idy defend a sacrifice of soldiers’ lives in order to save a few 
army stores in time of peace. 
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without tho evil, of the old defence of the weak that in other 
ages was gradualfy evolved by custom. And by the aid of tho 
telegraph and the printing press, of representa- the influence 
tivtt government and trade associations, it is oftheuic- 

, ^ , graph and 

possible for the people to think out for them- printing- 
selves the solution of their own problems. The P*"*®** 
growth of knowledge and self-reliance has given them 
.that true self-conti»olling freedom, which enables them to 
impose of their own free will restraints on their own 
actions; and the problems of collective production, collective 
owncrsliif) and collective consumption are entering on a new 
phase. 

Pi’ojects for great and sudden changes are now, as ever, 
foredoonu^d to fail, and to cause reaction. Wo are still 
umible to movti safely, if we move so fast that our new' plans 
of life nltogether outrun our instincts. It is true that Immun 
nature can be modified; new ideals, new opportuniti<*s and 
new methods of action U'ay, as history shows, alter it very 
much even in a few generations. This change in human 
nature has perhaps never covered so wide an area and moved 
so fast as in the present generation. J^ut still it is a 
growth, and therefore gradual ; and changes of our social 
organization must wait on it, and therefore^ they mu*t be 
gradual too. 

But though they wait on it, tliey may always keep a little 
ill advance of it, promoting the growth of our Movement 
higher social nature by giving it always some towards 
new and higher work to do, some practical ideal forms of tol- 
towards which to strive. Thus gradually we may 
attain to an order of social life, in which tlie (?ommon good 
overrules individual ^japrice, even more than it did in the 
early ages before the sway of imlividualishi had begun. But 
unselfishness then will l^e the offspring of jlclibemte will, 
though aided by instinct individual freedom then will develop 
itself in colleijtive freedom;—a happy contrast to the old 
. 2 
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order of life, .jin which individual slavery to custom caused 
collective slavery and stagnation, broken only by the caprice 
of despotism or the caprice of revolution. 

We have been looking at this movement from the English 
point of view. But other nations are taking their share in it. 
America faces m^w practical difficulties with such intrepidity 
and directness that slie is already contesting witli England the 
leadership in economic aftairs; .she supplifjs many of tin; most 
instructive instances of the latest economic tendencies of the 
age, such as the growing democracy of trade and industry, and 
the development of speculation and trade combination in every 
form, and she will probably before long take the chief part in 
pioneering the Avay for the rest of the world. Nor is Australia 
showing less signs of vigour than her elder sister; she has in¬ 
deed some advantage over the IfniKMl States in tlu? greater 
homogeneity of her j)eople. 

On the (Jontincmt the power of obtaining important results 
by free association is less than in English speaking countries; 
and in consequence tlnn't^ is less resource and less thoroughness 
in d(*aling with industrial problems. But their treatment is 
not quite the same, in any two nations: and there is .something 
characteristic and instructive in the methods adopted by each 
of them ; particularly in relation to the sphere of governmental 
action. In this matter (lermany is taking the lead. It has 
l)een a great gain to her that her manufacturing industries 
developed later than those of England ; and she has lieen able 
ro profit by England’s experience and to avoid many of her 
mistakes. 



CHAPTER TTT. 


'PHI' SCOIM*: OF EnONOMTCS. 

1. Fk^oNoMTCS is ii study of uuui as thuy livo and move 

and think in the ordinary business of lif(‘. it is The chief 

a study of real nuni, not of fictitious men, or motives of 
. 1 • rt business life 

“economic men. Ihit it eoncm’iis itself chieny have a money 

with those motives which afiect, most powerfully 
and most stiuidily, man’s conduct in the business part of ^is 
life. Everyone who is worth anything carries his higlim’ 
nature with him into business; and, there as elsc'whert^, he is 
infiuenced by his jiersonal affections, by his conceptions of 
duty and his reverence for high’ Itleals. But, for all that, the 
steiMliest motive to business work is the desire for the pay 
which is the material reward of work. The pay may Iw on 
its way to be spent selfishly or unselfishly, for noble o]^ base* 
ends; and here the variety of human nature conies into 
play. But the motive is supplied by a definite amount of 
H. d. : and it is this definite and exact money measurement 
of the steiuiiest motives in business life, which has enabled 
economics far to outrun (*very other branch of the study 
of man. Just as the chemist’s fine balance has iriadi' 
(Jiemistry more exact tliaii most other physical sciences; so 
this economist’s balance, rough and imperfect as it is, has made 
economics mon^ exact than any otlier braifbh of sixual science. 
But of course economics cannot he compared with the exact 
physical sciences: for it deals with the ever changing and 
subtle forces of human nature. 
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Ill fact the economist only does in a more patient and 
thoughtful way, and with greater precautions, what everybody 
is always doing every day in ordinary life. He does not 
attempt to weigh the real value of the higher affections of 
our nature against those of our lower: he does not balance 
the love for virtue against the desire for agreeable food. 

He estimates the incentives to action by their 
eff^^cts just in the same wayas jieople do in com¬ 
mon life. He follows the course of ordinary 
conversation, differing from it only in taking 
more precautions to make clear the limits of his knowledge 
as he goes. These precautions are laborious, and make some 
people think that economic reasonings are artificial. But 
the opposite is the fact. For he does but liring into promi¬ 
nence those assumptions and resemitions, which everyomi 
makes unconsciously every day. 

For instance, if we find a man in doubt whether to%spend 
a few pence on a cigar, or a cup of tea, or on riding home 
instead of walking home, then we may follow ordinary usage, 
and say that he expects from them equal gratifications. Again 
if wo find that the desires to secure either of two gratificati6ns 
will induce men in similar cifcumstancos each to do just an 
hour’rS extra work, or will induce men in the .same rank of life 
and with the same means each to pay a shilling foj- it, we then 
may say that those gratifications are equal. 

Next suppose that the per.son, whom wo saw (loubting be- 
tweeji several little gratifications for himself, had thought after 
a while of a poor invalid whom he would pass on his way 
home, and had spent some time in making up his mind whether 
he would choose a physical gratification for himself, or would 
do a kindly act and rejoice in another’s joy. As his desires 
turned now towards the one, now the other, tfiei’e would bo 
change in the quality of his mental states. Hut the economist 
treats them in the first instance merely as motives to action,* 
which are shown Ui be (?venly balanwKl, since they are 


Economics 
follows the 
practice of 
ordinary 
discourse. 
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measured by tlip same sum of money. A study of these 
money values is only the starting-point of economics : but it is 
the starting-point. 

§ 2. Again the desire to earn a shilling is a much stronger 
motive to a poor man with whom money is scarce than to a 
rich one. A rich man, in doubt whether to spend a shilling 
on a single cigar, is weighing against one another smaller 
pleasures than a poor man, who is doubting vsdiether to spend 
a shilling on a supply of toljacco that will last liim for a' 
month. The clerk with <£100 a year will w'alk to business in 
a heavier rain than the clerk with £300 a year; for if the 
poorer man spends the money, Ik*, will sulfer more’: from the 
want of it afterwards than the richer would. 'Die gratilication 
that is measured in tlie poorer man’s mind by sixpence is 
greater than that measured by it in the rich(;r imin’s mind. 

These difficulties can however be avoided. For if we tjijte 
averages sufficiently broad to cause the personal Allowance for 
peculiarities of individuals to counterbalance one the differe^nt 
another, the moiK^y which people of equal incomes money to rich 
will give to obtain a benetit or avoid an injury is 
a sufficiently accurate measure of the bentdit or the injury. If 
there are a thousand families living in Sheffield and another 
thousand in I^eeds, each with about £100 a-year, and y. tax 
of £1 is levied on all of them, we may be sure that the 
injury which the tax will cause in Sheffield is very nearly 
equal to that wliich it will cause in Leeds: and similarly 
anything that increased all the incomes by a £1 would give 
command over very nearly the same amount of additional 
happiness in the two towns. 

Thus “money” or “general purchasing power” or “com¬ 
mand over material wealth,” is the centre around which 
economic science clusters : this is so, not because 

• 1 11. 11 1 • Economic 

money or material wealth is regarded as the mipn motives are 
aim of human eflbrt, nor even as affording the 
main subject-matter for the study of the economist, 
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but liecausp this world of ours it is the one rouvunieiit 
moans of mofisuring human motive on a largo scale; and if 
the older economists had made this clear, they would have 
escaped many grievous misrepresentations. The splendid 
teachings of Carlyle and Ruskin as to th(^ right aims of 
human endeavour and the right uses of wealth, would not 
then ha\ e lH>cn marred by bitter attacks on economics, based 
on the mistaken l)elief that that science had no concern 
with any motive except the selfish desire for wealth, or even 
that it inculcated a p<j]icy of sordid selfishness. 



CHAPTER IV. 


KCONOMIC LAWS. 

1, Tins bi'ings us to (MUisidor Krononbir Lau's. Kvory 
ciiiisH hus ;i ItMidency to produce some definite) 

result if notlniif^ occui-s to hinder it. Thus Neariyaii 

^ laws of science 

gravitation tends to make things fall to the are statements 
ground : but when a lialloon is full of gas lighter 
than air, tlie pressure of the air will make it rise in spite of 
the tendency of gravitation to make, it fall. The law* of 
gravitation states how any two things attract one another; liow 
they tend to move towards one anothei*, and will move towards 
one another if nothing interferes to prevent them. The law 
of gravitation is tlierefore a statement of tendencies. 

it is a very exact statement -so exact that mathe¬ 
maticians can calculate, a Nautical Almanac^ that 
will show the moments at which each saLdlite laws of simple 
of Jupiter will hide itself behind dupiter. 

They make this wdculation for many years beforehand; and 
navigators take it to sea, and use it in finding out where they 
ai-e. Now there are no economic tendenci(*s which act as 
stf'adily and can be measured as exactly as gravitation can: 
and consequently there are no laws of economics which can 
be compared for precision with the law of gravitation. 

2. Let us then look at a science less i^xact than 
astronomy. The science of the tides explains , 

1 . 1 . , ^ * The Inexact 

now the tide rises and falls twice a day under laws of com- 

the aetion of the sun and the moon: how there sciences. 

are strong tides at new and full moon, and weak tides at. tho 
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moon’s first and third quarter; and how the tide running up 
into a closed channel, like that of tlie Severn, will be very 
high ; and so on. Thus, having studied the lie of tlie land 
and the water all round the British i.sles, people can calculate 
beforehand when the tide will probably be at its highest on 
any day at London Bridge, or at Gloucester; and how high' it 
will be there. They have to use the word probably \ which 
the astronomers do not need to u.se whei\^ talking about the. 
eclipses of Jupi^r’s satellites. Why is that? The reason is 
that though many forces act upon Jupiter and his satellites, 
each one of them acts in a definite manner which can be 
predicted beforehand. But no-one knows enough about the 
weather to be able to say b(iforeliand how it will act: and 
a heavy downpour of rain in the Thames valley or a strong 
north-east wind in the German Ocean may make the tides 
at Loudon Bridge differ a good deal from what had be(ui 
exjjbcted. 

§ 3. The laws of economics are to be compared with the 

The science tides rather than with the simple 

of man is and exact law of gravitation. For the actions of 
complex and . , • i i i 

its laws are men are so various ami unccirtain, that the best 

inexact. statement of tendencujs that we can i/iake in a 

.science of human conduct, must needs be inexact and faulty. 
This ifiight be urged as a reason against making any state¬ 
ments at all on the subject; but to do that won hi oe almost 
to abandon life. Life is human conduct and the thoughts 
that grow up around it. By the fundamental impulses of our 
nature we all -high and low, learned and unlearned—are in 
our .several degrees constantly striving to understand the 
courses of human action, and to shape them for our purposes 
whether scilfish or unselfi.sh, whether noble or ignoble. And 
since we mvM foimi to ourselves some notions of the tendencies 
of human action, our choice is between forming those notions 
carelessly and forming them carefully. The harder the task, 
the greater the need for steady patient imjuiry; for turning to 
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account the experience that lias been reaped by tlie more 
advanced physical i^iences; and for framing as best we can well 
thouglit-out estimates, or provisional laws, of the tendencies of 
human action. 

§ 4. Our plan of work is then tliis :-^- AV(5 study the 
actions of individuals, but study them in relation to social 
life. We take as little notice as possible of 
i^?divi(hial peculiarities of temper and charactgr, 

We watch the conduct of a whole class of member of an 
people—sometimes the whole of a nation, some- group, 
times oidy those living in a certain district, more 
often those engaged in some particular trade at some time 
and place;: and by the aid of statistics, or in oth(;r ways, we; 
ascertain how much'money em the average the mennbers of 
the particular group wo are watching, are just willing to pay 
as the price; of a certain thing which the;y desire, or lieiw muejh 
must lie offtTe;d to them to induce them to undergo a certain 
effort or abstinence that the'}' cli.slike. The measurement of 
motive thus obtaine;d is not inde;e.;d perft;ctly accurate; for 
if it were, economics woiilel rank with the; most advanced of 
the; physical sciences; and imt, a.s it eu'tually doe;s, with the 
least advanced. 

But yet the; measurement is accurate enough tei enable 
e*xperioncod persons to foreca.st fairly wed I the extent of the 
results that will follow from changes in which meetives of this 
kind are chiefly concerned. Tlius, for instance, they can 
estimate ve;iy closely the payment that will be reeiuired to 
pre>duce an adequate supply of labour e)f any grade, from tlie 
lowest to the highest, for a new trade whicli it is pre)posed te) 
start in any place. And, when they visit a factory of a kind 
that they have never seen before, they can tell within a 
shilling or two a w(;ek what any particular worker is earning, 
by merely observing how far his is a skilled occupation and 
what strain it involves on his physical, ]m;ntal and moral 
faculties. 



20 


BOOK I. OH. JV. *•, r). 


And, stai^iin^ fi-oju simple consideratiqus of this kind, 
they can on to analyse the causes which govern tlu* local 
distribution of difterent kinds of industry, the terms on which 
people living in distant places exchange their goods with one 
another, and so on. They can explain and predict the ways 
in which fluctuations <jf ci*edit will affect foreign trade, or 
again the extent <o which the burden of a tax will be shifted 
from those on J^^honl it is levied on to th#AS(‘ for whost; wants 
they cater, and so on. 

In all this economists deal witlrman as he is ; not with an 
abstract or “ economic ’ man : but a man of flesh and blood ; 

one who shapes his business life to a gieat extent 

Economists . , ii 

deal mainly With reference to (Egoistic motives; but also one 
who is not above; the frailties of vanity or leck- 

of life but not ; . , 

thelifeof a fic- lessiiess, and not below the delight of doing his 
tiOous being. t}j(, 

delight of sacrilicing himself for the good of his family, his 
neighlxmi’s, or his country, nor Ixdow the los e of a virtuous 
life for its own sake. 

j5 o. Thus th(*n a law of social science,, or a Social Law^ 
is a statement of social tendencies; that is, a 
Maw’^‘socra^i ’ ^bitemeiit that a certain course of action may 
he expected under certain conditions from the 
members of a social group, 

Ki'onohdc faws^ or statements of economic tend(;ncies, are 
and ‘econo- ^ocial laws relating to branches of conduct in 

’ which the strength of the motives chietly con¬ 

cerned (tan lx; nreasured by a money price. 

Corresponding to tlie substantive “law” is the adjective 
“ legal.” But this term is used in connection with “ law ” 
in the sense of an ordinance of government; not in connec¬ 
tion with scientific laws of relation between cause and effect. 
[I'he adjective used for this purpose is derived from “norma,” 
a term which is nearly equivalent to “ law ”; and we 
say that the course of action which may lx; expected under 
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certain conditions from the members of an iiulustrial group 
is the normal action of the members of that Normal 
group relatively to those conditions. action. 

Normal action is not always morally right; very often it 
is action which we should use our utmost efforts to stop. 
For instance, the normal condition of many of the very 
poorest inhal)itants of a large town is to he devoid of 
(.uiterprisc, and unwilling to avail themselves of the oppor¬ 
tunities that may offer for a healthier and less scjualid life 
(dsewhere ; tlu^ have not the strength, physical, numtal and 
moral, require<l for working tlnur way-out of their misei*- 
ablc surroundings. Th<‘ existences of a considerable supply of 
labour ready to make match-boxes at a very low rate is 
normal in the same way that a contortion of the limbs is 
a normal result of taking strychnine. It is one result, a 
dt?ploi*able result, of th(} action of those laws which we have 
to study. 

'I'he earli(!r English e(H)nomists paid almost (*.\clusive at- 
bmtion to the m(»ti^•es of individual action. 

Hut it must not be forgotten that economists, i^c°ive*ac\lon! 
lik(i all other stuflents of social science, are 
concerned with individuals cluefly as rnemhers of the social 
organism. As a catlnidral is something more than the storujs 
of whi(?h it is built, as a person is something more than a 
series of thoughts and feedings, so the lih^ of society is some¬ 
thing more than the sum of the lives of its individual menilx^rs. 
it is true that the Action of the whole is made, up of that of 
its constituent parts ; and that in most economic problems the 
lH*st starting-point is to be found in the motives that affect the 
iiulividual, regarded not indeed as an isolated atom, but as a 
member of some particular trade or industrial group; but it is 
jilso true, as Gerruan writers ha\e well urged, tliat economics 
htis a great and an increasing concern in motives coniiected 
» witli the collective owiiersliip of property and the collective 
pursuit of important aims. Many m^w kinds of voluntary 
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association ajre growing up iwider the inlluence of other 
motives besides that of pecuniary gain ; anfli the Co-operative 
movement in particular is opening to the economist new 
opportunities of measuring motives whose action it had seemed 
impossible to reduce to any sort of law*. 


1 For a continuation of this subject see Appendix A «ni Methods of Study. 
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CHAPTER V. 

SURVEY OF THE WORK TO BE DONE. 

§ 1. Thk laws, or statcMnents of tendency, witli which we 
shall be chielly concerned in this volume, are tendencies 
those relating to man’s Wants and their satisfac- studied in 
tion, to the Demand for wealth audits Oonsump- 
tion (Hook III); to its Production, especially under the modern 
organization of industry (Book IV) ; to some of those general 
relations between th(5 demand for a thing, and the difficulty 
of providing a supply of it which govern Value ( Book V); and 
(Book VI) to Exchange in relation to the Distribution of 
the income of the nation between those who work with theii* 
heads or hands, those who stores up capital to provide 
machinery and other things that will make lalxmr more 
eflicient, and landowners; or which is m^arly the same thing 
the broad features of the problem of wages, profits and rent. 

The present volume deals mainly with the Economics of 
Industry. A later volume will deal with the Economics of 
Trade and Finance. It will discuss systems of inoimy, credit 
and banking;- the organization of markets, the relation 
between wholesale and retail prices; foreign trade; taxes and 
other ways and nmans of collective action ; and lastly public 
responsibilities and the general functions of collective action 
in economic affairs, whether through the G«jvei’ninent, through 
the form of opinion, or through voluntary co-operation. 

§ 2. Economics is thus taken U) mean a study of the 
economic aspects and conditions of man’s political, social and 
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private life ; Jjut more especially of his social life. The aims 
of tlie study are to gain kii(»svledge for its own 
ecMomist' sake, and to obtain guidances in the practical 
conduct of life, and especially of social life ; 
the need for such guidance was never so urgent as iu)w.^ 

It would indeed a misttike to lx? always thinking 
His first duty practical purposes of our work, and 

is to discover planning it out with direc^t ref(>rence to them. 

For by so doing we are tempted to break off 
each liiu? of tlu)ught as soon as it ceases to havt‘ iinmediatt? 
lx‘aring on that particular aim which we have in view at 
the time : the direct pursuit of practical aims leads us to 
group together bits of all sorts of knowledge, which have? 
no connection with one another excej)t for the immediate 
purposes of the moment, and throw but little light on 
one anoth(?r. Our mentiil energy is spent in going from 
one to another; nothing is thonmghly thought out; no real 
progress is made. The grouping, therefore, winch is best for 
the purposes of science is that which collects together all 
those facts and reasonings which are similar to one another in 
nature : so that the study of each may throw light on its 
n(?ighl)our. 

And y(?t it may be* well to have l.)efon> us at starting 
Butthedirec- b>l^^**^ibly clear notion of the practical 

tionsofhis problems which supply the chit*f motive to the 
fndicated'by >^tudy of the? modern economist. Many of them 
urgent social ^ot lie quite within the range of his science, 

problems. , » n i i 

and none of them can lx? fully answered hy mere 
science : the ultimate resolve must always lie with conscience 
and common sense. But the following are some of tlie 
chief issues which are of special urgency in England in our 
own generation, and to which economics can contribute soiiu? 
irnpoi tant material of carefully arranged facts and well con- 
si(h*rwl arguments :— 

How should we act so as to increase the good and diminish 
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the evil influences of economic freedom, both in its ultimate * 
results and in the •course of its progress? If the first are 
good and the latter evil, but those who suffer the evil do not 
reap the good, how far is it right that they shoiiJd suffer for 
the benefit of others ? 

Taking it for granted that a more equal distribution of 
wealth is to be desired, how far would tliis justify chang(\s in 
f]ie institutions of ]|rope»‘ly, or limitations of free enterpi'ise 
even when tlu^y would b(‘ likely to diminish tfu* aggregate of 
wealth? In other words, how far should an increase in the 
income of the poorer classes and a diminution of tlieir work 
l>e. aimed at, even if it involved some lessening of national 
material wealth ? How far could this be done without in¬ 
justice, and without slackening the energi(‘s of the leaders 
of progress ? How ought the burdens of taxation to lx* 
distributed among the different classes of soci(‘ty ? 

Ought we to rest content with the existing forms V 
division of labour? Is it n(.*c(?ssary that large numbers of 
the people should be exolusivtdy occupied with work that has 
no elevating character? Is it possible to educate gimlually 
among the grcvxt mass of worker’s a new capacity for tht^ 
higher kinds of work; and in particular for undertaking 
co-operatively the management of (.he businesses in which 
fhey are themselves employed ? 

What are tluj proper relations of individual and collective 
action in a stage of civilization such as ours ? How far ouglif. 
voluntary association in its various forms, old and new, to 
be left to supply collective action for tlu)se purposes for 
which such action has special advantages? What business 
affail’s should be undertaken by society itself acting through 
its CTOvernment, impei’ial or local? Have we, for instance, 
carried as far as we should the plan of collective ownership 
and use of open spaces, of works of art, of the means of 
instruction and amusement, as well as of those material re¬ 
quisites of a civilized life, the supply of which requires united 
action, such as tras and water, and railwavs ? 
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When Government does not itself directly intervene, how 
far should it allow individuals and corporations to conduct 
their own aftairs as they please 1 How far should it regulate 
the management of railways and other concerns which are 
to some extent in a position of monopoly, and again of land 
and other things the quantity of which cannot be increased 
by man ? Is it necessary to retain in their full force all the 
existing rights, of property; or have the original necessities 
for which they were meant to provide, in some measure 
passed away ? 

Are the prevailing methods of using wealth (;ntirely 
justifiable? What scope is there for the moral pressure of 
social opinion in constraining and directing individual action 
in those economic relations in which th(> rigidity and violence 
of Government interference would be likdy to do more harm 
t^an good ? 

Ill what respect do the duties of one nation to another 
in economic matters difter from tliosc^ of members of the 
same nation to one another? 
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SOME FUNDAMENTAL NOTIONS. 


CHAPTER I. 

iNTRODiKrroin'. 

^ J. Since Economics is Urn study of man’s actions in tlie 
ordinary affairs of life, it needs to borrow more 
than other sciences do from common experience, definition in 
Its rtjasonings must therefon? be expressed in 
language that is intelligible to the general public; it must 
fmdeavour to conform itself to the familiar terms of every¬ 
day life, and, so far as possible, to use them as they are com¬ 
monly used. 

But unfortunately almost every word in common use 
has several shades of meaning, and therefore needs to be 
intemreted by the context. Economists must take, as the 
standard use of their words, that which seems most in 
harmony with every day usage in the market place; and 
they must add a little special interpretation wherever it 
is necessary. For by this means only can they say exactly 
^what they want to say without perplexing the general 
reader. 
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§ 1 . Our dilHcultitJs begin at once. “Wealtli’' is really 
the same word as well-V)eing: but in its common use it means 
only niat(U’ial possessions of different kinds. Further “a 
wealthy man ** is a person who lias a great deal of wealth : 
and so economists havi‘ sometimes been blamed for speaking 
of the “wealth” of the labourer. It is argued that as he is 
not wealthy, he cannot properly be said to possess wealth, 
fi'ut this objection must be set aside: and we must persist in 
saying that the cottag(n*’s furniture, and other household 
goods constitute his little stock of wealth. 

This word “goods” is a useful one. A nian^s goods are 
commonly understood to be his material posses- 

Goods. tjut the word is often used more broadly ; 

as when wf^ say it is a great good to a man to b(i able to find 
recreation in reading or music after his day’s work is done. 
This us(^ of the word has been adopted by economists of other 
countries: it is practically very convenient; and .it is suffi¬ 
ciently in accordance* with popular usage in this country for 
us to adhere to it. 

Thus th( 3 n Gooth are all desirable things, all things that 
satisfy human wants. 

All wealth consists of things that satisfy wants, directly or 
indirectly. All wealth therefore consists of desirable things 
or “ goods ”; but not all goods are reckoned as wealth. The 
affection of friends, for instance, is a very important element 
of well being, but it is not ever n^ckoned as wealth, except by 



WKAT.TTT. 


35 


a pootio licence.^ Let m begin by classifying goods, and 
tlien consider which of them should be accounted as elements 
of wealth. 

Desirable things are Material, or P(;rsonaI and Non¬ 
material. Material goods consist of useful classification 
material things, and of all rights to hold, or of goods, 
use, or derive benefits from material things, or to receive 
tliejn at a future time. , 

Thus they include the physical gifts of nature, land and 
watei*, air and climate; the products of agriculture, mining, 
fishing, and manufacture; buildings, machinery, and imple¬ 
ments; mortgages and other bonds; share's in public and 
private companies, all kinds (►f monopolies, patent-rights, 
copyrights; also rights of way and other rights of usage. 
Jjastly, opportunities of travel, acc(?ss to good scemny, museums, 
itc., ought, strictly speaking, to be reckoned under this head. 

A man’s non-material goods fall into two classes. One 
consists of his own qualities and faculties for action and for 
enjoyment; such for instance as tliat faculty of deriving 
rcicroation from reading or music, to which we have just 
referred. All these lie within himself and are called in¬ 
terim/. The second class arc called external Ixicause they 
consist of relations beneficial to him with other people. 8uch, 
for instance, were the labour duos and personal sei-vices of 
various kinds which the ruling classes used to reejuire from 
tlieir sei'fs and other dependents. Put these hav(i passed 
away ; and tin? chief instances of such relations beneficial to 
th(ur owner now-a-days are to be found in the good will and 
business connection of traders and professional men. 

Again, goods may Ix) transff?rahle or non-tram/erable. Every 
thing that can be bought or sold is of course transferable. 
But a person’s “ internal ” faculties for action and enjoyment 
are non-transferable. A successful tradesman or medical prac- 
• titioner may sell the goodwill of his business. But at first, at 
all events, the business will not Ihj as good to the new comer 

3—2 
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as it was to <hiiu; because part of his business connection 
depended on personal trust iti him; and that was non- 
transferable. 

Those goods are/rec, which are not appropriated and are 
attbi*ded by Nature without requiring the effort of man. Tlu^ 
land in its original state was a free gift of nature. But in 
settled countries it is not a free good from the point of vitnv 
of the individual. Wo<xl is still fr6>e in souu^ Brazilian foi'ests • 
the fish of the sea are free generally: but some sea fisheries 
are jealously guarded for the exclusive use of members of a 
certain nation, and may be classed as national property. 
Oyster be^ls that havt; beem planted by man are not fn^e in 
any sense. Those that have grown naturally are fr(‘e in every 
sense if they are not appropriated : if they are private property, 
they are still free gifts from the point of view of the nation ; 
bqt, since the nation has allowed its riglits in them to become 
vested in individuals, they art; not free from the point of view 
of the individual; and tlie stirne is trut; of private rights of 
fishing in rivers. The wheat grown on free land and the fish 
caught in free fisheries are not free: foi* they have be(;n 
acquired by labour. 

§ 2. Wlien a man’s weaUh is spokem of simply, and with¬ 
out any interpretation clause in the context, it is 
to l)e taken to consist of two classes of goods. 

In the first class are those; material goods to which he has 
(by lav/^ or custom) private rights of property. The<?ie include 
not only such things as land and houses, furniture and 
machinery, and other material things which may be in his single 
private ownership; but also any shares in public companies, 
l)onds, mortgages and other obligations which he may hold 
requiring others to pay money to him. On the other hand, 
the debts which he owes to others may bo regarded as negative 
wealth; and they must be subtracted from his total posses¬ 
sions before his true Net wealth can be found. It is perhaps 
harrlly nec(*s.siiry to say that services and other g(K)ds, which 
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pass out (jf (jxisiynco in ilie same instant tlTat tliey come 
into it, do not contribute b> the stock of wealth, and may 
therefore be left out of our account. 

In the s(?concl class are those of his non-material goods 
which are external to him, and serve directly as the means of 
enabling him to /ict|uire material goods. Thus it excludes all 
liis own personal qualities and faculties, (iven those which 
fcnablo him to earn a living. But it includeff his business or 
professional practice, and especially that “goodwill,” which 
can be transfeiTc^d by sale to a new comer. 

It is true that, pursuing the lim's indicated by Adam Smith 
and followed by most continental economists, we 
might define Personal Wealth so as to include 
all those energi(‘S, faculties, and habits which 
directly contriljute to making people industrially efficient. 
But confusion would l>e caused by using the term “ wealth " 
simply when W (5 desire to include a person’s industrial 
qualities. For this purpose it will be best Uf use. the more 
(explicit phrase “material and personal wealth.’* “Wealth” 
sii)q>ly should always mean external wealth only. 

3. We have still to take account of those of a man’s gcK)ds 
which are common to him wdth his neighlxnirs ; and which there- 
f<»re it would be a needless trouble to mention when comparing 
his wealth with theirs. But these goods may be important 
foi* some purposes, and especially for comparisons between the 
economic conditions of distant places or distant times. 

They consist of the benefits which lie deriv(*s from Ixuiig a 
member of a certain State or community. They include civil 
and military security, and the right and opportunity to make 
u.se of public property and institutions of all kinds, such as 
I’oads and gaslight; and they include rights to justice or to 
a free education, ttc. The townsman and the countryman 
have each of them for nothing many advantages which the 
* other either cannot get at all, or can get only at great exj>ens(‘. 
f >f h(ir things being e<pial, one pensoii ha.s more real wealth in 
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its broadest sense than another, if the p]aee in wliicli th<‘ 
fornn^r lives has a lietter climate, better roads, better water, 
more wholesome drainage, ami cheaper and better newspapers, 
and places of amusement and instruction. House-room, food 
and clothing, which would be insufficient in a cold climate, may 
be abundant in a warm climate: on t\w other hand, that 
warmth which lessens men’s physical needs, and makes them 
rich with but U slight provision of material wealth, makes 
them poor in the energy that procures wealth. 

Many of these things are collective ffoodn; i.e. goods which 
are not in private ownership. And this brings 
goods.'*'^^ us to consider wealth from the Hocial, as opposed 
to the Individual point of view. 

The* most olmous forms of sueli wealt.h an; public material 
property of all kinds, such as roads and canals, buildings and 
paVks, gasworks and waterworks; though unfortunately many 
of them hav<; bet‘n secured not byjiublic savings, but by public 
borrowings, and there is the heavy “negative” wealth of a 
large del)t to be set against them. 

The Thames has added moi'e to the wealtli of England 
than all its canals, and perhaps even than all its railroads. 
And, though tlu; Tliames Is a free gift of nature, except in 
so far as its navigation has been improved, while; the canal is 
the work of man, we ought for many purposes to reckon 
the Thames a part of England’s wealtli. Again, German 
economists delight to insist that the organization of a frei; 
and well-ordered State; is an element of national wealth. 

National wealtli includes the individual as well as the 
collective property of its members. And in estimating the 
aggregate sum of their individual wealth, we may save some 
trouble by omitting all debts and other obligations due to one 
member of a nation from another. For instance, so far* as the 
English national d(;bt and the bonds of an English railwa)* 
are owned within the nation, we can adopt the simple plan ol 
counting the railway itself m jiar^ of the national W(;alth, anc 
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neglecting Goveri^nient and railway Ixnids altogether. But 
we still have to (feduct for those bonds, &c., issued by the 
English Government or by private Englishmen, and held by 
foreigners; and to add for those foreign bonds, &c., held by 
Englishmen. 

i. The notion of Fa^?ie is intimately connected witli 
that of Wealth; and a little may be said about 
it here. “The word value says Adam Smith 
“has two different meanings, and sometimes expresses the. 
utility of some particular object and sometimes tlu; power 
of purchasing other goods which the possession of that obj(ict 
conveys.” But experience has shown that it is not well to 
use the word in the former sense. 

The value, that is the exchange value, (.)f one thing in 
terms of another at any place and time, is the amount of that 
second thifig which can be got there and then in exchange f<?i* 
the first. Thus the birm valiui is relative, and expresses the 
relation between two things at a particular plac(^ and time. 

Civilized countries generally adopt gold or silver or both 
as money. Instead of expressing th('. values of lead and tin, 
and wood, .and corn Jiiid other things in terms of one another, 
we express them in terms of money in the first instance; and 
call the value of e.ach thing thus expressed its price. If we 
know that a ton of lead will exchange for fifteen sovereigns 
at any place and time, while a ton of tin will exchange for 
ninety sovereigns, we say that their prices tlnm and there are 
£15 and £90 respectively, and we know that the value of a 
ton of tin in terms of lead is six tons then and there. 

The price of every thing rises and falls from time to 
time and place to place; and with every such change the 
purcha.sing power of money changes so far as that thing goes. 
If the purchasing power of money rises with ix'gard to some 
things, and at the same time falls equally with regard to 
equally important things, its general purchasing power (or 
its power of purchasing things in general) has remained 
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statioiia?’)'. *riiis plirase conceals some dj^culties, which wo 
must study later on. But meanwhile we may take it in its 
popular sense, which is sufficiently clear; and we may 
throughout this volume neglect possible changes in the general 
purchasing power of money. Thus the price of anything will 
be taken as representative of its exchange value relatively to 
things in general, or in other words as representative of its 
general purchasing power. 
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CHAPTER IIL 

lUlODUCTlON. CONSLTMFriON. I.ABOUK. NECESSAIIIES. 

§ 1. Man cannot create inat(?rial things. In the mental 
and moral world indeed he may produce new 
ideas ; hut when he is said to produce material duce only 
things, he really only produces useful results or 
“utilities”; or, in other words, his efforts and sacrifices result 
in changing the form or arrangement of matter to adapt 
it better for the satisfaction of wants. All that he can do 
in the physical world is <nther to ro-adjust matter so as to 
make it more useful, as \vh(m he makes a log of wood into 
a table; or to put it in the way of being made morti useful 
by nature, as when he puts st^ed whei'c the forces (d natuitj 
will make it burst out into life. 

Tt is sometimes said that traders do not prodiicf^: that 
while the cabinet-maker produces furniture, the furniture- 
dealer merely sells what is already produced. But there is no 
scientific foundation for this distinction. They both produce 
utilities, and neither of them can do more: the furniture- 
dealer moves and re-arranges matter so as to make it more 
serviceable than it was before, and .the carpenter does nothing 
more. The sailor or the railway-man wdio carries coal above 
ground produces a further utility, just as much as the miner 
who carries it underground; the dealer in fish heli)s to move 
on fish from where it is of comparatively little use to where 
it is of gi’eater use, and the fisherman does no more. It is 
true that there are often more traders than are necessary to 
do the work; and whenever that is the case, there is waste. 
But there is also waste if there are two men to a plough 
, which cafi be well worked by one man: in both cases all 
those who are at work are productive; though they may 
produce but little. 
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Consumption may be regarded as negative production, 
and can con produce only “utilities,” so he 

•ume only can coiisumo nothing more. He can produce ser¬ 
vices and other immaterial products, and he can 
consume them. But as his production of material products is 
really nothing more than a rearrangement of matter which 
gives it new utilities; so his consumption of them is nothing 
more than a ;}isarrangement of matter, wliich lessens ot* 
destroys its utilities. Often indeed when he is said to con¬ 
sume things, he does nothing more than to hold them for his 
use, while, as Senior says, they “are destroyed by those 
numerous gradual agents which we call collectively timeJ* 
As the “producer” of wheat is he who puts seed wh(;re Nature 
will make it grow, so the “consumer” of pictures, of curtains 
and even of a house or a yacht does little to wear them out 
hipiself; but he holds them and uses them w bile time wastes 
them. 

§ 2. All labour is directed towards producing some effect. 

For though some exertions are taken merely for 

Nearly all 

labour is in their own Sake, as when a game is played for amuse- 

sonie sense ment, thet' are not counted as labour. Jevons 
productive. ^ 

well defined labour as any exei-tion of mind 
or Ixxiy undergone partly or wholly with a view to some 
good other than the pleasure derived directly from the 
work. If we had to make a fresh start it would be best 
to regard all labour as productive except that which failed 
to promote the aim towards which it was directed, and so 
produced no utility. And, on the whole, “ Productive. ” wlien 
used by itself as a technical term leads to more trouble than 
it is wortli. “Productive of” really means “that which 
produces ”; and the only safe course is to finish the phrase, 
and say straight out what it is that is produced. For instance 
we may speak of labour as jrroductive of material wealthy of 
necessaries, &c. 

§ 3. This brings us to consider the ti?rm Necessaries. 
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It is common to divide wealth into Necessarhis, Comforts 
and Luxuries; tlie‘first class includin'^ all things required to 
meet wants which must be satisfied, while; the latt(;r consist 
of things that meet wants of a ](;ss urgent character. But 
here again there is a troubh^sonie ambiguity. When we; say 
that a want must be satisfied, what are the cons(;quences 
which W(; have; in view if it is not satisfied? Do they include 
d^ath ? Or do they extend only to the loss of strength and 
vigour ? In other words, are Necessaries the things which are 
necessary for life, or those which are necessary for efhciency ? 

The older use of the term Necessaries was limited to those 
things which were sufficient to enable the labour- 
(;rs, taken one with another, to support tlumi- rbrexlst^ncV 
selves and their families. But we now recognisi; 
tliat a distinction must be made between the 
necessaries for efficiency and the necessaries for existence ; 
and that there is for each rank t>f industry, at any tiim; and 
place, a more or less clearly defined income which is necessary 
for mi;rely sustaining its members ; while there is anothm* 
and larger income which is necessary for keeping it in full 
efficiency. 

Thus in tin; Houtli of l^higland population has increased 
during the present century at a fair rate, allowance being 
raadi; for migration. But the efficiency of labour, which in 
earlier times was as high as that in the North of England, 
has sunk relatively to the North; so that tlu; low-waged 
labour of the South is often dearer than the more highly paid 
labour of the North. This indicates that tin; labourers in 
the South have had the bare necessaries for (existence and 
the increase of numbers, but they have not had the necessaries 
for efficiency. 

It may be true that the wages of any industrial class 
might have sufficed to maintain a higher efficiency, if they 
.liad been spent with perfect wisdom. But every estimate of 
necessaries must be I’elative to a given place and time; and 
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unless tlicre Jx'! a sp(‘oial interpretation clause to the contrary, 
it may bo assumed that the wages wiirbe spent witli just 
that amount of wisdom, forethought, and unseltishness, whicli 
prevails in fact among the industrial class undei' discussion. 
With this understanding we may say that the income? of any 
clfiss in the ranks of industry is below its necessart/ level, 
when any increase in their income would in the course of 
time produce ^a more than p»’oj)ortioiiat(; increase in their 
(‘tiiciency. Consumption may be economized by a idiange of 
habits; but any stinting of necessaries is wasteful. 

The nec(?ssaries for the efficiency of an ordinary agricul¬ 
tural or of an unskilled town laboun*r and his family, in 
England in this generation,-may be said to consist of a well- 
drained dwelling Avith several rooms, warm clothing, with 
some changes of under-clothing, pure water, a plentiful supply 
o| c(;real food, with a moderate allowance of nu'at and milk, and 
a little tea, ikc., some education and some recreation, and lastly, 
sufficient freedom for his wife from other work to enabh; her 
to perform properly her maternal and her household duties. 
If in any district unskilled labour is deprived of any of thesii 
things, its efficiency will suffer in the same way as that of a 
horse that is not properly tended, or a steam-engine that has 
an inadequate supply of coals. All consumption up to this 
limit is strictly productive consumption: any stinting of this 
consumption is not economical, but wasteful. 

In addition, ],)ei‘haps, some consumption of al(;o]iol and 
Conventional tobacco, and some indulgence in fashionable dress 
necessaries. ,.^,1-0 ii)a,ny places SO habitual, that they may be 
said to he (’<mventi(mally 7ieces8ary^ since in order to obtain 
them, the average man and woman will sacrifice some things 
which are necessary for efficiency. Their wages are therefore 
less than are practically necessary for efficiency, unless they 
provide not only for what is strictly necessary consumption, 
but include also a certain amount of conventional necessaries.* 



CHAPTER IV. 

CAPITAL. LVCOMK. 

^ 1. It is customary to divide? tlu‘ stock of goods wliich 
constitutes wealth into that which is and tiiat whicli is not 
capital. But tin? purposes for which the divisioji is want(?d are 
many and various; and in consequence the term Capital has 
many uses both in the language of the market-place and 
in the writings of economists. In fact there is no other 
part of economics in which the temptation is so strong to 
inv(!nt a completely new set of terms. But this would throw 
the science out of touch with real life. We must therefon? 
take the ordinary usages of the tei*m as the foundation of oui* 
account; and afld such expUinations, as are required to give 
to our use of the term some measure of clearness and pr(‘cision. 

Adam ymith said that a per.sou’s capital is that ftart of 
his stock from, ivhich he expects to derive an itwomc; capital 
and in fact each use of the term capital has cor- yields 

responded more or less closely to one of the usiis ‘"come, 

of the term ] ncoine; and there is an advantage in studying 
the two terms Capital and Income together. 

In a primitive community no distinction is made between 
capital and other forms of wealth: each family is income in 
nearly self-sufficing, and provides most of its own its broad 
.food and clothing and even household furniture. 

Only a very small pai-t of the income, or comings in, of tin? 



, « 

4n BOOK n. CH. IV. §§ 1, 2. 

family aro m tho form of money; when piie thinks of tlieir 
income at all, one reckons in the hein*fits which they get from 
their cooking utensils just as much as those which they get 
from their plough; one draws no distinction between their 
capital and the rest of their accumulated stock, to which the 
cooking utensils and plough alike belong. 

]hit with the growing use of money in common life the notion 
income has been more and more confined to 
comings in which are in tho form of money; 

to‘money- or else—like the free use of a house, tho free 
income. # /. 

coals, gas, wat(u', &c., of some employcuis—take . 

the place of things on which most people spend a part of 
their money-income. 

In harmony with this meaning of 1 ncome, the language of 
the market-place commonly regaixls a man’s capital as that 
part of his wealth which he devotes to acquiring an income 
in the fcirm of money; or, more generally, to acquisition 
by means of trade. It may be convenient sometimes to speak 
of this as his JVdda vapifid ; which may be defined to consist 
of those things which a person uses in his trade, such as the 
factory and the busin(‘ss plant of a manufacturer; that is, his 
machinery, his raw material, any food, clothing, and house- 
room that h(^ may hold for th(5 use of his employees, and the 
goodwill (jf his busine.ss. And of course we must twid to tlie 
things in his possession those to which Ik; has a right and 
from which h(5 is drawing income: including loans ^hich ho 
has made on mortgage or in otluir ways, and all the command 
ovtT capital which he may hold in the form of shares of railway 
companies, <kc., and again of money which he may keep with 
his banker. On tho other hand debts owed by him must be 
deducted from his capital. This may bo taken as the standard 
use of Capital for the purposes of business life. 

^ 2. But a broader use is needed when we come to regard 
Social capital from tho point of view, not of the indi- 

capitai. vidual, but of Society as a whole ; or, in other 
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words, when we seek for a definition of capital jn general, or 
Social Capital. 

The difference relates to land, and other free gifts 

of nature. The balance of usage and conveniencf^ und is 
is in favour of reckoning rights to land as part of 
individual caj)ital. Hut when regarding capital from the social 
point of view it is best to put under separate heads those of 
the nation's resources which were made by man, and those 
which were not; and to separate the capital which is the 
result of labour and saving from those things which nature 
has given freedy. 

This plan is well adapted for the main purposes of the 
economist. F(jr indeed his chief concern with capital in 
general, or social capital, is when he is considering the way 
in which the thr(‘e agents of pnxiuction, land (i..e. natural 
ag(mts), labour and capital, contribut(5 to producing the national 
income (or the National Dividend., as it will be called later 
on); and the way in which this is distributed among the three 
agents. 

This fa(;t points further to the convenience of keeping up 
a close relation between our uses of the tenns Capital and 
Income from the point of view of society as we did from that 
of the individual. But of course income is now to be treated 
more broadly and not strictly limited to that which takes the 
form of money. All wealth is designed to yield what in pure 
theory may be called an Tn-come of benefit or gain in some 
foi'm or other; and the language of the market-place, while 
refusing to admit so broad a use of the tenn Income as that, 
commonly includes a certain number of forms of income, other 
than money income. 

This use is exemplified in the rules of the income-tax 
commissioners, who count in everything which is commonly 
treated in a business fashion; even though it may hapj)en, 
Uke a dwelling-house inhabited by its owner, to yield its 
income of comfort directly. That is done partly because of 
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the pruciical importance of house-room, and partly because 
the real income from it can easily be separated off and esti¬ 
mated. 

In the present treatise therefore, capital in general, i.e. 
capital regaixled from tlie social point of view, will be taken 
to consist of tlios(^ kinds of wealth, other than the free gifts 
of nature, which yield income that is generally reckoned as 
such ill common discourse: together with similar things in 
public ownership, such as government factories. 

Thus it will include all things held for trade purposes, 
whether macliinery, raw material or finished goods; theatres 
and hotels, home farms and houses: but not furniture or 
clothes owned by those who use them. For the former are, 
and the latter are not commonly n^garded by the world at 
large as yielding income. 

^3. It is troublesome to have to use the word Capital 
**’ ill two senses so different as those of the two 

between preceding sections. But it cannot lie helped, 
different The use of th(i word to m(^an IVade-capital is w(dl 
term Capital, ^i^^apted for many purposes of economic inquiry, 
as well as for the practical needs of business. 
And it is so firmly established in the market-place that there 
would be no wisdom in an attempt to dislodge it. 

But the second use of the word to mean “Social capital” is 
(iqually necessary in its place. Tha’t use, or one differing from 
it only in small matters of detail, has Ix^eii the chief use of 
the term in their most important discussions by the cifconomists 
of all countries from the dawnings of economic science till 
now. And it is very often used by business men and states¬ 
men in liroad discussions of public well-being; so it also is 
indispensable. 

In ordinary conversation people are apt to pass from one 
use of the word to the other, without noticing the change. 
This causes confusion, which can sometimes be set right at 
once, by someone’s breaking in and asking “are you speaking 
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of capital ill a bi-oadia* sense than Indon;,” or “yi a narrower 
staise” as tln^ case fhay be. But the economist cannot afford 
to run the risk of confusions of this kind. Pie must always 
make quite sure that lie knows what he means liiniself; and 
lie must not trust to someone’s interrupting him and asking 
liim to explain himself. And this makes it seem as though h(» 
were intrcKlucing new difficulties that are not met with in 
Ciuiimon conversation. Jffit that is not the case. Be does not 
make new difficufties. lie merely brings into prominence some 
that are latent in every day discourse. The trouble of examin¬ 
ing them in a gor'd light is worth what it costs; for it saves 
constant confusion of thought. 

P’inally it should be remarked that though there is no 
perfectly clear and consistent trjwlition as to the verbal detini- 
tion of capital ; there is a clear tradition that we should use 
the term Wealth in preference to Capital when our attentioii 
is direrjted to the relations in which the stock of useful tilings 
stands to general well-being, to methfKls of consumption, and 
f-o ploasur«\s of possession : and that we should use the term 
(Capital when our attention is directed to those attrilmtes of 
productiveness and prospfectiveness, which attach to all thr' 
stored-up fruits of human effort, but are more prominent in 
some than in others. AVe should speak of Capital when con¬ 
sidering things as agents of production; and we should speak 
of Wealth when considering them as results of production, as 
subjects of coJisumption and as yielding pleasures of possession. 

Thus the chief demand for capital arises from its pro¬ 
ductiveness, from the services which it renders, for instance, 
in enabling wool to bo spun and woven more easily than by 
the unaided hand, or in causing water to flow freely wherever 
it is wanted instead of being carried labonously in pails; 
(though there are other uses of capital, as for instance when 
it is lent to a spendthrift, which cannot easily be brought 
under this head). On the other hand the supply of capital 
IS controlled by the bict that in order to accumulate it, men 
M. 4 
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must act prcapectively: they must “ wait and “ save,” they 
must sacrifice the present to the futuii. And these two 
attributes have much in common. For, as we saw in the 
last chapter, it is usual to speak of labour as employed 
productively wlien it provides for wants of the future rather 
than the present. 

§ 4. Ca]:)ital has been classed as conmmptio7i capital^ and 
auxiliary or inutrunientcU cajntal. It seems necessary to retain 
this distinction because it is often used. But it is not a go(Kl 
one: no clear lino of division can be drawn l)etween the two 
classes. Tlie general notion of the distinction which the terms 
are designed to suggest, can however be gathered from the 
following approximate definitions. 

Comumption capital consists of goods in a form to satisfy 
Consumption >vants directly; that is, goods which afford a direct 
capital. sustenance to the workers, such as food, clothes, 

house-room, ifec. 

Awdliary^ or histriwientalf capital is so called because 
Auxiliary it consists of all the goods that aid labour in 
capital. production. Under this head come tools, machines, 
factories, railways, docks, ships, d:c.*; and raw materials of all 
kind.s. 

But of course a man’s clothes assist him in liis work and 
are instrumental in keeping him warm; and he derives a 
direct benefit from the shelter of his factory as he does from 
the shelter of his house. 

Next we may follow Mill in distinguishing circulating 
Circulating capital ** which fulfils the whole of its office in 

and fixed the production in which it is engaged, by a 

capital. single use,” tromfixed capital “which exists in a 

durable shape and the return to which is spread over a period 
of corresponding duration.” 

§ 5. To return to Income. If a person is engaged in 
business, lie is sure to have to incur certain outgoings for raw 
material, the liire of labour, Ac. And, in that case, his true 
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oi* Net Incuim is found by deducting frtuii his graes income the 
uLilgoings that l)eloJlg to its production. Net income. 

Now anything that a person does, foi* which he is paid 
directly or indirectly in money, helps to swell Ins mom'y 
income; while no services that he performs for hirnstdf are 
reckoned as adding to his nominal income. Thus a woman 
who makes lier own clothes, or a man who digs in his own 
gard(‘n (jr repairs his own house, is liarniijg incoimi just 
as would the dn^ssmaker, gardener or carjxmter who might 
1 m‘ hired to do the work. 

Tt Avonld be a great convcmieiice if there were two words 
a\ailabl(': om^ to repre.sent a person’s total income and an¬ 
other his money income, i.e. that part of his total income 
which comes to him in the form of money. For scientific pur¬ 
poses it would be best that tine word income wheii occurring 
alon(‘. should always mean total r(^al income. But as this pl^n 
is inconsistent with gen(;ral usage we must, wlienever there is 
any danger of misunderstanding, say distinctly whether the 
t(‘rm is be taken in its narrower or its broader use. 

]u this connection wo may introduce a term of wliich 
we shall have to make frequent use hereafter. Netadvan- 
The need for it arises from the fact that every ^aKcs. 
<Jccupation involves other disadvantages besides the fatigue 
of the work required in it, and every occupation otlers other 
achantages besides the receipt of money wages. The true 
reward which an occupation offers to labour has to be calcu¬ 
lated by deducting the money value of all its di.sadvantages 
from that of all its advantages; and we may describe this 
true reward as the Net Advantatjes of the occupation. 

§ 6. The income derived from wealth has many forms. It 
nicludes all the various benefits which a person derives from 
the ownership of wealth whether he uses it as capital or 
'lot, Thus it includes the Ijenefits which he gets from the 
•us(; of his own piano, equally with those which a piano dealer 
would win by letting out a piano on liire. And it includes, 

4—2 
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Profits, 


as a special a case, the money iucoiiK? which is derivt^d from 
capital. This income is most easily mea^un*d when it taki^s 
Interest of form of a payment made by a bormwt'r for 

capital. use of a loan for, say, a year; it is then 

expressed as the ratio which that payment bears to tlie loan, 
and is called Interest. 

This is one of a ^roup of notions, which we shall muxl to 
study (‘artd'ully hereafter, but of which provisional definitions 
may conveniently be introduced here. 

When a man is engaged in business, his Profits for the 
year are the exce.ss of his receipts from his busi¬ 
ness during the y«‘ar over his outlay for his 
business; tin; dilleronce between the value of his stock and 
plant at the end and at the beginning of tin; y(‘ar being taken 
as part of his receipts or as jiart of Ids outlay, according as 
there has been an increase or decrease of valuer. What re- 
Earningsof maiiis of his profits after deducting interest on 
Management, ],iy capital at the current rate may l)e called his 
Karniwjs of underiokhm or manaffenient. 

The income derived from the ownership of land and otlu'T 
free gifts of nature is commonly called Penti 

Rent. , , * 

and the term is sometimes stretched, so as to 

include the income derived ffom houses and other things the 

supply of which is limited and cannot quickly be increased. 

§ 7. Social Income may be estimated by abiding togetluir 
tbe incomes of the individuals in the society in 
question, whether a nation or any other larger 
or smaller group of persons. But to reckon it directly 
is for most purposes simplest and best. Everything that is 
produced in the course of a year, every service rendered, every 
fresh utility brought about is a part of'the national income. 

Thus it includes the benefit d(;rived from the advice of a 
physician, the pleasure got from hearing a professional singer, 
and the enjoyment of all other services which one person may 
be hired to perform for another. It includes the services 


Social income. 
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rendf^red not. oiily^})y tlio oir.ail)Us diivcr, bu^ also by tlie 
coacliniaii wlio di'ives a private carriage. Tt includes tho 
servic(\s of the domestic servant who makes or mends or 
fl(!ans a carpet or a dress, ;is well as tho results of the 
work of the upholsterer, tho milliner, atid the dyer. 

W(i must however 1 k^ careful not to count the same thing 
twi(;(^ If we have counted a carp(5t at its full value, wa? have; 
already counted the values of tho yarn and tiie labour that 
were used in making it; and these must.not. be counted 
again'. 

1 Siipj)os(» li()W«'vt*r n, Iftiidowner witli an annual iricoinn of £10,000 hives a 
jirivatc! s('cr<.'lary at a salary of X'.'IOO, who hii’cs a .soiwant at wa^os of XoO. It 
may soein that if tho inconics of all those thre<j persons are counted i)i as part 
of tho net income of the (vmntry, s(rtnc of it will ho counted twice over, and 
soiiio tliree times. But this is not the ease. Tho landlord transfers to his 
S(‘crotary, in ndiiru for Ids assistance, part of tho pnrcluisin^j power derived 
from the ]n-odueo of laml; and tli(» secretary again transfers i)art of this to 1»s 
servant in ndui’H for his assistance. Tho farm produce tho value of wldcli 
goes as rent t<» the landlord, tlio assistance, which tho landlord derives fi'oni 
tlie work of llie secretary, and that which the secretary derivi's f^iom tlio work 
of the servant arc independent parts of tho real net income of tlio country; 
and therefori! tho .£10,U(.K) and the ,£r>(M) and the .CnO whieh are their money 
measures, must all be counted in when we aro c.stiinating tlie income of tho 
country. But if the landlord makes an allowance of XTiOU a year to his son, 
that must not hti counted as an independenL income; because no s»*rvices are 
rendered for it, and it would not he as.sesse<l to the. Income-tax. 


:VO/ 
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ON WANTS AND THKIR SATISFACTION. 


(CHAPTER I. 

TNTUODUOTOKY. 

Ty Book Ill. we are to make a sliort provisional stutl}^ of 
wants and their satisfaction; or, to express nearly thci same 
thing in other words, of demand and consumption. 

This subject lias been somewhat neglected by economists 
Scope of lill recently ; partly because science seemed to 

Book III. have little to say upon it, beyond what is the 

common property of all sensible people wlio liavo liad a 
large experiemce of life. But in recent years economics has 
borrowed much from the exact habits of thought and expres¬ 
sion of the older physical sciences; and, when those were 
applied to state clearly how the demand for a thing is to be 
measured, they were found to open up at once new aspects 
of the main problems of economics. The theory of demand is 
yet in its infancy; but we can already see that it may bo 
possible to collect and arrange statistics of consumption in 
such a way as to thi-ow light on difficult questions of great 
importance to public well-lxung. 

And while the progress of the science is giving us a new 
power, the spirit of the age is giving us a now motive for this^ 
inquiry. It is urging us to pay ever closer attention to the 
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(|uostioii wlieUicr our increasing wealth may nqf no ina<ln to 
go further than itMoes in promoting the general well-being; 
and this again compels us to examine how far tin; exchange 
value of any element of wealth, whether in collective or indi¬ 
vidual use, represents accurately the addition which it makes 
to happiness and well-btiing. 

We will begin this Book with a short study of the 
variety of human wants, considered in their relation to 
human efforts and activities. For the progressive nature of 
man is one whole. There is a special need to insist on ^ this 
just now, because the reaction against the comparative neglect 
of the study of wants by the earlier economists shows signs 
of being carried to the opposite extreme. It is important still 
to assert the great truth on which they dwelt somewhat too 
exclusively ; viz. that while wants are the rulers of life among 
the lower animals, it is to changes in the forms of efforts and 
activities tliat we must turn when in search for the keynotes 
of the history of mankind. 



CHAPTER 11. 


WyVNTS IN RELATfON TO ACrrrVTTIES. 

J 1. Human wants and dt'sirns are eountless in number 
and very various in kind. The uncivilized man indeed has 
not, many more needs than the In-ute animal; but 
^ogress^ve f‘V(5ry stcp ill liis progi‘es.s upwards increases the 
variety of them together with tlie variety in his 
method of satisfying tlnmi. Thus though tlie brute and the 
savage alike have their preferences for choice morsids, neither 
of tliem cares much for change for its own sake. As, howevijr, 
man rises in civilization, as his mind becomes developed, and 
oven his animal passions liegin to associate tlieinselves with 
mental activities, liis wants become rapidly more subtle and 
more various; and in the minor details of life he begins to 
desire change for the sake of change, long before he has con¬ 
sciously escaped from the yoke of custom. The first great 
step in this direction comes with the art of making a fire: 
gradually he gets to accustom himself to many diffei’eiit kinds 
of food and drink cooked in many dilferent ways: and lieforo 
long, monotony begins to become irksome to him ; and lie finds 
it a great liardship when accident compels him to live for 
a long time exclusively on one or two kinds of food. 

As a man’s ricln^s increase his food and drink become 
more various and co.stly; but his appetite is 
food limited by nature, and when his expenditure on 

food is extravagant it is more often to gratify the 
desires of hospitality and”display than to indulge his own* 
senses. 
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}is Senior says :—“Stron^^ as is the desire foi- \'an'ety, 
it is weak compared witli the desire for distinc- 

‘ . . for distinction; 

tion: a feeling winch if we consider its univer¬ 
sality and its constancy, that it affects all men and at all 
tiiiKis, that it comes with us from the cradle and never leaves 
ns till we gn into the grave, may be pronounced to be the most 
powerful of human passions.” This groat half-truth is well 
illustrated by a compaiison of the desire for ch<\jct> and various 
food with tJiat for choice and various dress. 

^ ‘J. That necid for- dress which is the result f»f natural 
causers varies with the climate and the season of 
y(\'ir, and a little with the nature of a person's 
occupations. Ihit in dress conventional wants 
over-shadow those which are natural. For instance in England 
now a well-to-do labourer is expected to appear on Sunday in 
a black coat and, in some places, in a .silk hat ; though ther^p 
wordd ha\e .subjectcsl him lo ridicule but a short time ago; 
and in all tier lower ranks of life th(‘.nr is a constant increase 
both ill that varhdy and (‘xpensiveness which custom requires 
as a minimum, and in that which it tolerates as a maximum; 
and th(i effort-s to obtain di.stinction by dre.ss ai^e extending 
thi;mselv(}s thi-oughout the lower gnwles of English Society. 

Ihit in the upper grade.s, though the dress of women is 
still various and costly, that of men is simple ami inexpensive 
as compared with what it was in Europe not long ago, and is 
to-day in the East. For those men who ar*e most truly dis¬ 
tinguished on their own account, have a natural dislike to 
sirem to claim attrmtion by their di-ess; and they have s(‘t 
the fashion’. 

^ A woman may display wealth, but sire may not display only her wealth, 
by her dress; or else she defeats her ends. She must also suggest some dis- 
tiiietion of cliaractor as well as of wealth: for though her dress may owe more 
to h«‘r dressmaker than to herself, yet there is a traditional a.S8uniption that, 
being less busy than man with external affairs, she can give more time to 
taking thought as to her dress. Even under the sway of modem fashions, to 
he “well dressed’’“-not “exirensively dressed”—is a reasonable minor aim 
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3. llojisf!-room satisfies tlio imperati^'H need fnr shelter 

„ from the weather: hut that Keed plays very little 

House-room. . i j j 

part in the effective demand for house-room. For 
though a small but well-built cabin gives excellent shelttu*, its 
stifling atmosphere, its necessary uncleanliness, and its want of 
the decencies and the quiet of life ai-e great evils. It is not so 
much that they cause physical discomfort as that they tend to 
stunt the faculties, and limit people’s higher activities. With 
every increase in these activities the demand for larger hoiise- 
loom becomes more urgent'. 

And therefore relatively largo and well appointcMl house- 
room is, even in the lowest social ranks, at once a “ necessaiy 
for efficiency'',” and the most convenient and obvious way of 
jidvancing a material claim to social distinction. And even 
in those grades in which everyone has house-room sufficient for 
the higher activities of himself and his family, a yet furthei' 
and almost unlimited increa.se is desired as a requisite for the 
exercise of many of the higher social activities. 

4. It is again the desire for the exercise and develop- 

Wants which activities, spreading through every rank 

develop activi- of society, which leads not only to the pursuit of 

science, literature and art for their own sake, but 
to the rapidly increasing demand for the work of those wlu) 
j)ursue them as professions. This is one of the most marketl 
characteristics of our age; and the same may be said of the 
growing desire f<jr those amusements, such as athletic games 


for those who desire to be distiiigaisked for their facnltlos and abilities; and 
this will be still more the case if the evil dominion of the wanton vagaries of 
fashion should pass away. For to arrange costumes beautiful in themselves, 
various and well-adapted to their purposes is an object worthy of high en¬ 
deavour ; it belongs to the same class, though not to the same rank in that 
<rlass, as the painting of a good picture. 

^ It is true that many active minded working men prefer crami)ed lodgings 
in a town to a roomy cottage in the country; but that is because they liave u 
strong taste for those activities for wbicli a coutitry life offers little K(' 0 ])e. < 

See above Book IT, eb, iii. § *1. 
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;ui(I traviOlini^, wliioli (l<^velop activities, nithcrithau indiil^^e 
any sensuous cniviiig'. 

7A)r indeed the dovsire for excellence for its own sake, is 
almost as wide in its ran^^e as the lower desire Desire for 
for distinction. As tliat graduattis down from excellence, 
the ambition of those who may hope that their mimes wdll 
* be in men’s montlis in distant lands and’in distant times, to 
th(^ hope of the country lass that the new )-ibl>gn she puts on 
for Easter may not pass unnoticed by her neighbours; so the 
desire for excellence for its own sake graduates dowux from 
that of a Newton, or a Stradivarius, to that of the fisherman 
wlio, even when no one*, is looking and he is not in a hurry, 
(Idights in handling his craft well, and in the fact that she 
is well built and responds promptly to his guidance. Desires 
of this kind exert a great infliKuice on tlie Supply of the 
liighest facultii^s find the greatest inventions ; and they a^’e 
not unimportant on the side of Demand. For a large part of 
tlie demand for the most highly skilled professional si'rvices 
and the best work of the mechanical artisan, arises from the 
delight that people have in the training of their' ow'ii faculties, 
and in exercising them by aid of the most deli(?at(dy ad¬ 
justed and njsponsive imphnnents. 

Speaking broadly therefore, although it is man’s wants 
in the earliirst stages of his developmmit that „ . . 
give rise t(j his activities, yet afterwards each Wants to 
mnv step upwards is to be regarded rather as Activities, 
t-lie development of new' activities giving rise f,o new wants, 
than tliat of new wants giving rise to new activities. 

We see this clearly if we look away from healthy con¬ 
ditions of life, wliere new activities are constantly being 
developed, and watch the West Indian negro using bis mwv 

^ As a iiiium- point it may be noticed tliat those drinks which stimulate the 
niental activities are largely displacing those which merely gratify the senses. 
^'1 he consumption of tea is increasing very fast while that of alcohol is station¬ 
ary; and there is in all ranks of society a diminishing demand for the. grosser 
and more immediately stupefying forms of alcohol. 
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frewloiu jiTurAvc^alth imjI, to got tho inoai^s of satisfying new 
wants, but in idle .stagnatioii that is not rest; or again look 
at that rapidly lessoning part of the English working classes, 
who have no ambition and no pride or delight in the growth 
of their faculties and activiti(*s, and spend on drink whatever 
surplus tlu'ir wages afford over the, bai'i; necessaries of a 
squalid life. 
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CHAPTER HI. 

(illADATlONS OF CONSUMKIIS’ J)KMAJ^I). 

^ 1. Whkn a trader or a inaiiiifaetui-er buys any thing to 
1)0 used in production, or be sold agjiiii, liis consumers' 
demand is based on his anticipations of the demand 
profits whicli ho can derive frojn it. Tla\se fraders^ 
profits depend at any time on speculative risks demand, 
and on other causes, which will need to be considenxl later 
on. But in the long run the price which a trader or 
manufacturer can afford to pay for a thing depends on tin; 
prices which consunuu's will j)ay for it, or for the things 
made by aid of it. The ultimate regulator of all demand 
is therefore consumers’ demand. And it is with that almost 
exclusively that w<? shall Ije concerned in tlie present Book. 

Utility is taken to l)c correlative to Desire or Want; and 
W(' have just se('n that each several want is limit'd, and 
that with every increase in the amount of a The law of 
thing which a man has, the eagerness of his satiable 
desire to obtain more diminishes; until it yields ^mirfishing 
place to the desire for .some) other thing, of 
whi( 3 h perhaps he hardly thought so long as his niore urgent 
wants ^vere still unsatisfied. Everyone says now and then to 
himself—I have had so much of this that I do not care to 
buy any more. If it were cheaper I might buy a little more; 
hut I. do not care enough for it to buy more at a price as liigh 
as is charged for it. In otlier words, the additional benefit 
which a person derives from a given increase of his stock of 
iiuything, diminishes with the growth of tlie stock that he 
already has. This statement of a fundaineiitiil tendency of 
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human n.-ilnrc may l)o called tho, htiv of mtiahle vmi/s or <f 
dimiiiisliiiKj util it j/. 

Suppose, for instance, that tea of a certain quality is to l)e 
had at 2,s\ per 11). A person might bo willing to give IO 5 . 
for a single pound once a year rather than go without it 
altogether; while if he could have any amount of it for 
nothing lie would perhaps not care to use more than 
30 lbs. in the year. But as it is, he buys perhaps 10 lbs. 
in the year; that is to say, the difterence luitween the 
satisfaction which he gets from buying 9 lbs. and 10 lbs. is 
enough for iiini to be willing to pay 26*. for it: while the fact 
that he does not buy an eleventh pound, shows that he does 
not think that it would l>e worth an,extra 2.v. to him. 

Such facts as these come within the daily experience of 
everybody. Tlusy illustrate the rule that the total utility of 
. _ a thing to any one (that is, the total satisfaction 

^ ^ ^ or benefit it yields him) generally increases with 

every increase in his stock of it; but yet does not increase 
as fast as his stock increases. If a number of equal additions 
be made to his stock, one after another, the additional benefit 
which he derives from any one will be less than from the 
previous one. In other worejs, if his stock of it increases at 
a uniform rate, the benefit which he derives from it increases 
at a diminishing rate, 

To return to our purchaser of tor. The mar’cet price of 
2 /?. a pound measures the utility to him of the tea which 
lies at the margin, or terminus or end of his purchases; and 
this introduces us to one of, those few technical terms which 
are indispein^able; because the notions which they express are 
ever recurrjf „ in the business of life; while yet there are no 
words in ordinary use which represent them well. 

We may call that part of the commodity which a person 
Marginal induced to purchase his immjinal 

purchase. purchase ; l)ecause he is on the margin of doub^ 
whether it is worth his while to incur the outlay required 
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to t>btain it. And the utility of his ituirginal purchase may 
he called the 7iiarg%nal> utility of the commodity Marginal 
to liim. Or, if instead of buying it, ho makes 
tlui thing himself, then its marginal utility is the utility of 
that part which he thinks it only just worth his while to 
make. If tlie price whicli a purchaser of tea is just willing to 
])ay for any pound be called his deinmid jtricej Marginal 
then 2«. is his marginal deAnand price. Ar^d demand price, 
(mr law may be worded:— 

The larger the amount of a thing that a person has, the 
l(‘ss will, other things hemg equal^ be the price wliicli h(‘ will 
pay for a little more of it: or, in other words, the less will be 
liis marginal demand fort it. 'Hie condition “ other things 
b(>ing equal” must not be allowed to drop out of sight. If, 
for instance, his income were suddenly increased, he would be 
likely to buy more of a thing, even though he had a goo|J 
stock of it already, 

§ 2. Nex^ we have to take account of the fact that, 
as people say, “ a shilling is worth much more to marginal 
a poor man than to a rich one.” We have utility of 
already* noticed, for instance, that a clerk with 
£100 a-year will walk to his business in a much heiivier rain 
than the clerk with £300 a-year; for a threepenny omnibus 
fare measures a greater l)enofit, or utility to the poorer man 
than to the richer. If the poorer man spends the money, 
he will suffer more from the want of it afterwards than 
the richer would. The benefit that is measured in the poorer 
nian’s mind by threepence, is greater than that measured by 
it in the richer man’s mind. If the richer man rides a 
hundred times in the year and the poorer man twenty times, 
then the benefit of the hundredth ride which the richer man 
IS only just induced to take is measured to him by threepence; 
and the benefit of the twentieth ride which the jKwrer man 


1 I. Cli. nr. § 1. 
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is uuly just kiduued to take is measured to him hy threepence. 
For each of them the marginal heiielit or utility is meftsured 
by threepence; but it is greater in the case of the poorer n>au 
than in that of the richer. 

Ho when <-ea, sold at 'Is. a pound, is (hunk by different 
people some of whom are richer than others, tlnm Is. a pound 
will measure the utility, or benefit, to eacli one of them of the 
tea that lies at the mai*gin or tenuinus or end of his or hen* 
purchases. But while one will drink twenty pounds a year, 
another will make shift with six; and the benefit of the 
marginal purchase will Ije much gr(‘,ater to th(5 latter than to 
the fornuT. If the price of this kind of tea fell to 1.'#. 8d., a 
poor person who was enabled to b^y an extra, seventh pound 
of it, would derive more benefit from the change than a richer 
one would from adding another pound, or perhaps oven another 
f,wo or three pounds to his or lujr already large consumption. 
Thus we may say generally that every increase in a person’s 
resources increases the price which lie is wiling to pay for 
any given benefit. And in the same way every diminution of 
his resources diminishes the price that lie is willing to pay for 
any benefit. 

To obtain complete knowledge of a p(*.rson’s demand for 
. , anything, we should have to ascertain how much 

Demand for of it he would bo willing to purchase at eacdi ot 
anything, prices at which it is likely to be offered. 

Thus for instance we may find that he would buy 

6 lljs. at per lb. 10 llis. at ’2\d. p(.‘r lb. 


7 

„ „ 

11 

„ 21 

8 

„ 33 

12 

„ 19 

y 

„ 28 „ 

13 

» 17 


If corresponding prices were filled in for all intermediate 
amounts we should have an exact statement of his demand, 
and the complete list may be called his demand schedule}. 


1 We may hero introdiuro the. firel of a Korics of siiaph? diagrams designed fo 
illustrate economic theory. Thone who wi$h may omit the whole series; for the 
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§ 3. Wli(*u we say that a pc'rson s clenuiiul for jinything 
increases, we mean that he will ])«}; more of it than lie 
would before at the same price, and that lie will buy as much 
of it as Ijefore at a higlier price. 

That is to say, a general increase in his demand is an 
increase throughout the wliole list of jirices at 
which he is willing to purchase different amounts person’s 
of it; and not merely that ho is willing to buy^ 
more of it at the current priceh 


jrcrasnninp' in the text is always complete in itself and Joes not depend on 
them. They do but express familiar facts in a new laiifjuage whiidi is terse and 
precise, and will be found helpful by tli(»se readers w'bo are inclined tow ards it. 

Such a demand schedule may lie translated, on a plan now' coming Into 
familiar use, into a curve that may Ik? calhid his demaud cnrrr.. Let 0.r and 
(hi be drawn the one hori'^ontally, the other vertically. Let an inch measured 
along (Ac represent 10 lit. <if tea, and an inch measured along Oy represent 

m. 


Tenths of Tortietlis of 

an in<‘h. an inch. 

Tak<j Om j = 6, ami draw vi i p , aO 


0in^ = 7 „ 


(hti^r.H „ 

, wi3/'3 = 351 

A/»4 = y ,. 

, 7W4/>4=ar‘jH 

0/w,= l() „ 

, W/5P5 = *i4 


, W/«p« = ‘21 

Ajh^ = 12 „ 


A/Wu = lH „ 

1 


D 



'«) being on At; and being drawn vertically from wo; and so for the 
tthers. Then ••••pn are points on his Demand Curve for tea; or as we 
may say Demand Points. If we could find demand points in the same manner 
for every possible quantity of tea we should get the whole continuous cairve 
/At'as shown in the figure. 

^ Geometrically it is represented by raising his demand curve, or, what 
■oiiies to the same thing, moving it to the right, with iwrhaps some modifica- 
Wu of its shape; or in other words by raising his demaud schedule. 

Por some discussion of the uses of the term Demand by Mill and Cuinms, 
ice Frincipleti HI. lu. 1. 
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§ 4. far w(; have looked at the demand of a single 
nand of a individual And in the particular case of such a 
market. thing as tea, the demand of a single person is 

fairly representative of the general demand of a whole market: 
for the demand for tea is a con-stant one;; and, since it can be 
purchased in small quantities, every variation in its price is 
likely to affect the amount which he will buy. But even 
among those* things which are in constant use, there lire 
many for which the demand on the part of any single in¬ 
dividual cannot vary continuously Avith ev(‘ry small change in 
price, but can move only by great leaps. For instance, a 
small fall in the jirice of hats or watches Avill not affect the 
action of everyone, but it will induce a few ])ersons, who were 
in doubt whether or not to get a new hat or a new watch, to 
decide in favour of doing so. 

f In large markc^ts, hoAvevcu-, Avhere rich and poor, old and 
young, men and Avomen, persons of all varieti(;s of tastes, 
temperaments and occupations are mingled together, every 
fall, howev(*r slight, in the pilco of a commodity in gcmeral 
use, Avill, other things being equal, increase the total sales of 
it; just as an unhealthy autumn increases tlu? mortality of a 
largci town, though many persons are uninjured by it. 

Jjct us however return to the demand for tea. The 
*iggregate demand in the place is the sum of the demands 
of all the individuals there. Borne will be richer and some 
poorer than the indiA'idual consum(;r whoso deinMud scliedulo 
Ave have just written down; some will have a greater and 
oih(?rs a smaller liking for tea than he has. Let us suppose 
that- there are in the place a million purchasers of tea, and 
that their average consumption is equal to his at each several 
price. Then the de.inand of that place is represented hy the 
same schedule as l^fore, if we Avrite a million pounds of tea 
instead of one poundl 


^ The (Icniaiul is ri*preKeiilc«l by tln} sairin curve nm beforn, only an inch 



llRABATlONS OF DKMAND. 


67 


There is then one general Law of Demand :“*-Tho greater 
the amount to be sold, the smaller must be th(i Law of De- 
price at which it is offered in order that it may manti* 
find purcliasers; or, in other words, the amount demandtid in¬ 
creases with a fall in price, and diminishes with a rise in price. 

There will not be any uniform relation between the fall in 
price and the increase of demand. A fall of one-tenth in the 
}>rice may increase the sales by a twentieth or ,by a quarter, 
or it may double them. But as the numbers in the left- 
liand column of tlie demand schedule increase, those in the 
right-hand column will always diminish. 

The price will measure the marginal utility of the com¬ 
modity to each purchaser ivdividucdUj \ we cannot speak of 
price as measuring marginal utility in (jenemly because the 
wants and circumstances of different people are dilhment. 

5. The demand prices in our list are those at whiclt 
various (juantities of a thing can be sold in a Growth of 
market during a givm time and under given a rival 
eoyidltions. If the conditions vary in any respect 
the prices will probably require to be cbaiigcid; and this 
lias constancy to bo done when the desire for anything is 
materially altered by a variation of custom, or by a cheapening 


iru-avsured along 0.r. now represents ten million pouinls instead of ten pounds. 
Aud a fomal definition of the Demand curve 
for a nmrkct may bo given thus:—The demand 
eurve for any commodity in a market during 
Hiiy given unit of time is tlie 1(M*us of demand 
jwints for it. That is to say, it is a curve such 
that if from any point 1* on it, a straight lino 
t'M bo diawn porpoudieulai* to Ox, I’M repre¬ 
sents the price at which purchasers will he 
forthcoming for an amount of the commodity 
represented by OM. 

It must he tomeinhered that the demand ® * 

schedule gives the prices at whudi various quimtities of a thing can be sold 
in a market during a given time and under given conditions. If the conditions 
'<fry in any respect the figurtts of the schedule will pr(»hubly require to he 
eliaiiged. 
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of the supply of a rival coniiiuxlity, or by the invention of 
a new one. For instance, the list of demand prices for tea 
is drawn out on the assumption that the price of cofiee is 
known; but a failure of the coffee harvest would raise the 
prices for tea. The demand for gas is liable to be reduced by 
an improvement in electric lighting; and in the same way a 
fall in the price of a particular kind of tea may cause it to l)e 
substituted fof an inferior but cheaper variety. 

Our next step will be to consider the general character of 
demand in the cases of some important commodities ready 
for immwliate consumption. We shall thus be continuing 
the inquiry made in the preceding chapter as t-o the variety 
and satiability of wants; but we shall be tr.(;ating it from 
a rather different point of view, viz. that of pri(;e-statistics. 
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CHAPTER IV. 

THE ELASTICITY OF WANTS. 

§ 1. Wi3 have seen that the only universal law as to a 
|)(ir.son’s desire for a commodity is that it dimi¬ 
nishes, other things being equal, with every in- JjJmand*^ 
crease in his supply of that commodity. But tliis 
diminution may be slow or rapid. If it is slow the price that 
ho will give for the commodity will not fall much in conse¬ 
quence of a considerable increase in his supply of it; and a^ 
small fall in price will cause a comparatively large increase in 
liis purchases. But if it is rapid, a small fall in price will 
cause only a very small increa.so in his purchases. In the 
former ca.se his willingness to purchase the thing stretches 
itself out a great deal under the action of a small inducement: 
the elasticity of his wants, wo may say, is great. In the 
latter case the extra inducement given by the fall in price 
causes hardly any extension of hia desire to purchase: the 
elasticity of his demand is small. If a fall in price from say 
16d. to 15g?. per lb. of tea would much increiise his purchases, 
then a rise from I6d. to 16d. would much diminish them: 
when the demand is elastic for a fall in price, it is elastic also 
for tlio opposite rise. 

As with the demand of one person so with that of a 
whole market. And we may say generally:—The elmticily 
of demiTid in a market is great or small according as the 
amount demanded increases much or little for a given fall 
in price, and diminishes much or little for a given rise in 
price. 

§ 2. The price which is so high relatively to the poor man 
as to be almost prohibitive, may be scarcely felt 
hy the rich; the poor man for instance never different 
t{iste.s wine, but the very ricli man may drink as *"®°*"®** 
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much of it A6 he has a fancy for, without giving himself a 
thought of its cost. Wo sliall therefore get the clearest notion 
of the law of the elasticity of demand, by considering one class 
of society at a time. Of course there are many degrees of 
richness among the rich, and of poverty among the poor; but 
for the present we may neglect the.se minor subdivisions. 

When the j)rice of a thing is very high relatively to any 
class, they will, buy but little of it; and in some cases custom 
and habit may prevent them from using it freely even after its 
price hns falhm a good deal. But such cases, though not 
infrequent, will not form the general rule, and anyhow as 
soon as it has been takmi into common use, any considerable 
fall in its price will cau.se a great increase in the demand for 
it. The elasticity of demand will l>e great for high prices, and 
great or at least considerable for medium prices, but it will 
decline as the price falls ; and gradually fade away if the fall 
goes so far that .sati(‘ty h;vel is reached. 

The level at vdiich ‘‘very high” prices end and “high'^ 
prices begin, is of course diflerent for different classes, and bo 
is the level at which “low” prices end and “very low” prices 
btigin. Varieties in detail arise from the fact that there are 
some commodities with which people are easily satiated, and 
others—chiefly things used for display—for which their desire 
is almost unlimited \ 

§ 3. There are some things the current prices of which 
Illustrations couiiti'y are “ very low ” relatively even to 

the poonu’ olas.ses; such are for instance salt, and 
many kinds of savours and flavours, and also cheap medicines. 

1 The figures in Ch. in. § 4 show a Hmall elasticity iu the demand for tea, 
and a diminution in the total outlay on it as its I'rice falls. To illustrate the 
general rule that tlio total outlay is largest for prices neither very high, nor 
very low, we might suppose 2 pounds to be bought at 50 pence, 4 at 40,8 at 30, 
14 at 21,17 at 20, 20 at 17, 24 at 14, 27 at 12, 30 at 9, 40 at 6, 50 at 3; so that 
the total outlay would he 200 pence for a very high price, rising to 340 pence 
for medium prices and falling again to 150 for a very low price. But se6> 
Pnnci^les, III, iv. 2. 
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It is doubtful whether any fall in price would iiyluce a coiisi- 
<l<‘i*abl(J iueniaso in tlie consumption of these. 

The current prices of meat, milk and butteu*, wool, tobacco, 
imported fi’uits, and of ordinary medical attendanc(^, are sucli 
that tivery variation in price makes a great cljaiige in the 
(V)iisumption of tliem by the working classes, and the lower 
half of th(^ middle classes; but the rich would not much in- 
(M,eas(! tlu‘ir own personal consumption of them however cheaply 
they w(!j‘(i t(» b(^ hail. In <»ther words the direct demand for 
these commodities is ve?y elastic on the part of the working 
a,nil lowei’ middle classes, though not on the part of the licli. 
Hut the woilving class is so numerous that their consumption 
of sudi things as are well within their reach is much greater 
than that of the rich ; and therefore the aggregate demand for 
all tlujigs of the kind is very elastic. A little while ago sugar 
hilongtH.1 to this group of commiKlities: but its pilce in Eng¬ 
land has now fallen so far as to be low relatively even to the 
working classes, and the demand for it is therefore not 
elastic. 

The current prices of wall-fruit, of the better kinds of lisli 
and other iniKlerately expensive luxurii.ss are such as to imike 
the consumption of them by the middle class increase much 
with every fall in price; in other words the middle class de¬ 
mand for them is veiy elastic: wliile the demands on the 
part of the rich and on the part of the working class is much 
less elastic, the former because it is already nearly satiated, 
till! latter because the price is still too high. 

'Fhe current prices of such things as rare wines, fruit out 
of season, highly skilled medical and legal assistance, are so 
liigh that tliere is but little demand for them except from 
the ricli : but what demand there is has in most cases con¬ 
siderable elasticity. And in fact much of the demand for 
die more expensive kinds of food is really a demand for the 
•means of obtaining social distinction, and is almost in¬ 
satiable. 
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§ 4. Th« cas(‘ of iMM;ossavies is exceptional. When the 
Demand for price of wheat is very high, and again when it 
necessaries. demand has very little elasticity ; 

at all events if we asKunie that wheat, even when scarce, is the 
<-heapest food for man; and that, «*.ven wlien most plentiful, 
it is mtt consumf^d in any other way. We know that a fall in 
the price of tlie quart(u*n loaf fi'oin tk/. to 4(f. has scai’cely any 
Inflect in inci’easing the consumption of hreml. With regard 
to the other end of the scale it is moi’e difficult to speak with 
certainty, Vjecause there has he,<‘n no approach to a scarcity in 
England since the repeal of the corn laws. But, availing our- , 
selves of estimates made in a less happy time, we may sup¬ 
pose that deficits in tlie supply of 1, 2, .3, 4, or .5 tenths would 
cause a ris(i in })nc('! of .3, 8, 10, 28, or 45 tenths .respectively. 
Much greater vaihitions in prices indectd than this have not 
been uncommon. Thus wheat sold in Ixmdon for ten shillings 
a bushel in 133.5, ])ut. in the. following year it sold for ten 
pence. 

Then? may he even more violent changes than this in tlie 
price of a thing which is not necessary, if it is perishable and 
the <lemand for it is inelastic : thus tisli may be veiy diiar one 
day, and sold for manure two or three days later. 

Water is one of tlie few things the consumption of which 
we are able to obs(*rve at all prices from the very highest 
down to nothing at all. At nuHlerate prices the demand foi* 
it is very elastit;. But the uses to which it can ,be put are 
capable of being completely filled: and as its price sinks to¬ 
wards, zero the demand for it loses its elasticity. Nearly the 
.same may bi; said of salt. Its price in England is so low that 
the demand for it as an article of fmid is veiy inelastic: but 
in India the price is comparatively high and the demand is 
comparatively elastic. 

The price of liouse-room on the other hand has never 
fallen very low except wlien a locality is being desei*ted by** 
its inhabitants. Whei’c. the, condition of society is healtliy, 



TIJE ELASTICITY OF WANTS. 


73 


and fchore in no nheck to genonil prosperity,* there seems 
always to he an efastio demand for house-njoni, on account 
hotli of tli(' real conveni(‘n(;es and tin? social distinction which 
it afl’ords. The desire for those kinds of clothing which are 
not used for the purpose of display, is satiable; when their 
price is low the demand foi* them has scarcely any elasticity. 

5. Wlnm trying to ascertain how the purchases of a 

cfiUimodity are affected by changes in its price, wt^ causes that 

meet with several difficulties. W(^ must take obscure the in¬ 
fluence of price 

account of changes in the purcluising power of on demand, 
money which ai‘(^ a source of t‘onfusion in all statistics of 
prices. And wi'. must allow for changes in fashion, and taste 
and habit, for the opening out. «if new uses of a conmKHlity, 
for the discovery or impro\ eimmt or ch(‘apening of other thirjgs 
that can he applied to the same uses with it. 

And further we must remember that time is re(|uire<l t^> 
(uiahle a rise in the price of a commodity to exeit its full 
influence on consumption. 1'imo is required for 

* . . . 1 Slowness of 

consumers to become familiar with substituhis the growth of 
that can be used instead of it, and perhaps for 
producers to get into the habit of proflucing them in sufficifuit 
quantities. Time may be also wanted for the growth of habits 
of familiarity with the new comnuMlith's and the discovery of 
inethtxls of economizing them. 

Kor instance when w<kkI ami charcoal became dear in 
England, familiarity with coal as a fuel grew slowly, fireplace,s 
were but slowly adapted to its use, and an oigaiiized traffic in 
it did not sjiring up quickly even to places to wliich it could 
he easily carried by water; f-lie invention of processc^s l)y 
wliich it could be used as a substif-ute for charcoal in manu¬ 
facture went even more slowly, and is indeed haidly yet com¬ 
plete. Again, when in recent years the price of coal beciime 
'f'ly high, a great stimulus was given to the invention of 
ycononiies in its use especially in the production of iron and 
steam; but few of these inventions bore much jiivictical fruit 
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till after th(f high price had passed away. Again, when a 
new line of tramways or of suburban railways is opened, even 
those who live near the line do not get into the habit of 
making the most of its assistance at once; and a good deal 
more time elapses Ix^fore many of those; w^hose places of 
business are near one end of the lim; change their homes so 
as to live mar the other end. Again, when petroleum first 
became plentiful few people were ready to use it freely ; 
gradually j)etroleum and petrohmm lamps have become familiar 
to all classes (jf society: t<M) much influence would therefore be 
attributed to the fall in price which has occurred since then, 
if it were credit(;d with all the inen^ase of consum])tionl 

^ The demand for thiiiRs of a higher quality depends much on sensibility: 
some people care little for a refined flavour in their wine provided they can 
get plenty of it: others crave a high quality, but aro easily satiated. In the 
ordinary working class districts the inferior and the better joints are sold at 
n*)arly the same price: but some well paid artisans in tlni north of England 
have developed a liking for the best meat, and will pay for it nearly as high a 
jn-ice as can ho got in the west end of London, where the price is kept arti¬ 
ficially high by the necessity of sending tlie inferior joints away for sale else¬ 
where. IJse also gives rise to a<up]ired distaste^ us well as to acquired tastes. 

Generally speaking those things have the most elastic demand, which are 
capable of being applied to many different uses. Water for instance is needed 
first as food, then for cooking, then for washing of various kinds and so on. 
Wlien there is no special drought, but water is soM by the paij/ul, the price 
may be low enough to enable even the poorer classe.s to drink as much of it as 
tliey are inclined, while for cooking they sometimes use the same water twice 
over, and they apply it very scantily in washing. Tlic middle classes w'ill 
perhaps not use any of it twice for cooking; but they will make a pail of 
water go a good deal further for washing purpo.ses than if they had an un¬ 
limited supply at command. 'When water is siqiplied by pipes, aiH charged 
at a very low rate by meter, many people use as much of it even for washing 
as they feel at all iuelined to do; and when tlie water is supplied not by 
meter but at a fixed annual charge; and is laid on in every place where it is 
wanted, the use of it for every purpose is carried to the full satiety limit. 
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tJlE (JHOICE BF/rWEEX DlFFKRExNT USES OF THE Sx\ME 
T11IN(E IMMEDIATE AND DEFERRED USES. 

§ 1. Thk primitive housewife finding that she has a 
limited number of hanks of yam from the year’s 
shearing, considers all the domestic wants for means Je?” 
clothing and tries to distribute the yarn between tween different 
them in such a way as to contribute as much as 
possibhi to the family well-being. 8he will think she ha *5 
failed if, wIkui it is dun(\ she has reason to r-egi’et tljat she 
did not apply more to making, say socks, and less to vests. 
That would imjan that she had mincalculated the points at 
which to suspend th(5 making of socks and vests i-espectively; 
that sli(*- had gone too far in the Ciise of vests, and not far 
enough in that of soeks; and that therefore at the points at 
which she actually did stop, the utility of yarn turned into 
socks was great(T than that of yarn turned into vests. But 
if, on the other hand, sin; hit on the right jjoints to stop at, 
then she imide just so many socks and vests that she got an 
e(jual amount of good out of the last bumlle of yarn tliat slui 
applied to socks, and the last she applied to A ests. This illus 
irates a general piinciple, which may be expressed thus - 

If a pei-son has a thing which he can put to several uses, 
he will distribute it between these uses in such a way that it 
iuis the same marginal utility in all. For if it liad a greater 
marginal utility in one use than anotliei*, he would gain by 
faking away some of it from th(5 secoiul use and applying it to 
the first. 
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On<> <lisa(lvanta <(0 of a primitisn economy, in which 

thorn is hut. little free exchange, is that m pe'rson may easily 
have so much of one thing, say wool, that, wlnm he has 
applied it to every possible use, its marginal utility in each 
use is low; and at the same time he may have so little (»f 
some other thing, say w(H)d, that its marginal utility for him 
is very high. Meanwhile some of his neighbours may Ix^ in 
gimt need of wool, and have more wofxl than tlu^y can turn 
Difficulties of account. If each gives up that which 

barter. has for him the lower utility and receives that 

which has tlie higher, each will gain by the exchange. But 
to make such an adjustment by barter, would be tedious aiifl 
difficult. 

The difficulty of barter is indeed not so very great where 
thej*e are but a few simple commodities, each of which can ho 
jwlapted by domestic work to several uses; the weaving wif(^ 
aVd the .spinster daughters adjusting rightly the marginal 
utilities of the different uses of tlie wool, whih^ the husV)aiid 
and the sons do the same for the wood. 

§ 2. But wlien comnfodities have })ecome very numerous 
The need for highly specialized, there is an urgent need 

money. for the free use of money, or general purchasing 

power; for that alone can be applied easily in an iiiilimitnl 
variety of purchases. And in a money-economy, good ma¬ 
nagement is shown by so adjusting the margins of suspenstj 
on each line of expenditure that the marginal utility of a 
shilling’s worth of goods on each line shall be the same: 

Thus foi‘ instance the clerk who is in doubt whether t(> 
rid(i to town, or to walk and liaA'e some little extra indulgences 
at his lunch, is weighing agaimst one another the (marginal) 
utilities of two different modes of spending his money. And 
AchiefuBcof experienced housekeeper urges on a 

domestic young couple the importance of keeping accounts 
accounts. carefully, a chief motive of the advice is that 
they may avoid spending impulsively a great deal of money on* 
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furniture and otlier things; for, though some quantity of these 
is really needful, yet, when bought lavishly, they do not give 
liigh (marginal) utilities in proportion to their cost. And 
when the young pair look over their year’s budget at the end 
of the year, cand find perhaps that it is necessary to curtail their 
expenditure somewhere, they compare the (marginal) utilities 
of dillerent items, weighing the loss of utility that would 
result from taking away a pound’s oxpenditiu’e here, with that 
which tln^y would los(^ by taking it away there; they strive 
t,o adjust their parings down so that the aggregate loss of 
utility may be as little as possible. 

3. The different uses between which a comnuxlity is 
distributed need not all be present uses ; some may be present 
and some future. A prudent pe^json Avill endeavour to dis- 
tiibute his means between all their several uses 
present and future in such a way that they will ^tlTre^benefUa 
have in each the same marginal utility. But, in 
estimating the present marginal utility of a dis¬ 
tant sounn; of benefit to him, a twofold allowance must be 
made; firstly, for its uncertainty'; and secondly, for the. dif¬ 
ference in the valiK^ to him of a distant as companul with a 
present benefit^ 

If people. r(‘garded future V)enefits as equally desirable 
with similar and equal benefits at the present 
time, they would probably endeavour to dis- 
tribute their pleasures evenly throughout their J^fferentrie* 
lives. They would therefore generally be willing by different 
to give up a present pleasure for the sake of an 
equal pleasure in the future, provided they could be certain of 
having it. But in fact human nature is so constituted that 
in estimating the “present valu(‘” <►£ a future benefit most 

1 This is an objective property which nil weU-infonned persons would esti¬ 
mate in the same way. 

This is a subjective pi’ui)ei'ty which dillerent i>eoi)le would estimate in 
different ways according to their individual characters, and their circumstances 
ut the time. 
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p(M)ple g(;nernlly make .a second deduction from its future 
value, in the form of what we may call'a “discount,” that 
increases with the period for which the pleasure is deferred. 
One will recrkon a distant Ixmefit at nearly the same value 
which it would have for him if it w(*re pn^sent; while another 
who has less power of realizing the future, less patience and 
self-control, will care comparatively little for any benefit that 
is not near at hand. 

Many people derive from the mere feeling of ownership a 
stronger satisfaction than they derive from ordinary pleasures 
in the narrower scmsc^ of the term: for example, the deliglit in 
the possession of land will often induce people to pay fr)r it so 
high a prii'e that it yields them but a Aery poor return on 
their investment, 'rhere iif a d«dight in ownership for its own 
sake; and thei-e is a delight in ownershi}) on account of the 
distinction it yields. Sometinuis tlu; latter is stronger than 
the former, sometimes weaker ; and perhaps ]io one knows 
himscilf or oth(*r p(?oj)lo well enough to be able to draw the 
line quite ccrtairdy between the twob 

1 Tlie rates at whicli <litTereiit people disconnt tljc future affect not only 
their tendency to save, as the term is ordinarily understood, l>iit also their 
tendency to buy thiii|fs Avhicli will be a la^sting source of pleasure ratlier than 
those which give a stronger but more transient enjoyment; to buy a new coat 
rather than to indulge in a drinking bout, or to choose simple furiuture that 
will wear well, rather than showy furniture that will soon fall to pieces. And 
further, the same person will disconnt future pleasures at different rates at 
different times, according to hi.s mofwl. 
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CHAPTER YL 

VALUE AND UTILITY. 

§ 1. Wk may now turn to consider Low far the price, 
wliich is actually paid for a thing, represents the 
satisfaction that arises from its possession. This 
is a sul)j(‘ct on which economic science has V(‘?y 
little to say, hut that little is of some importance. 

We have already seen that the pnh^e which a person pays 
for a thing, can never excecal, and seldom conu's up to tha^ 
which he would be willing to ])ay rather-than go without 
it: so that the gratification which lie gcits from its j)urehase 
generally exceeds that which he gives uj^ in paj'ing away its 
price; and he thus derives from the purcliase a surplus of 
satisfaction. The excess of the jjrico w'hich ho would })o 
willing to pay rather than go without tlie thing, 
over that which he actually do(;s pay, is the surpiuT.'*^^ 
economic measure of this surplus satisfaction, 
it has some analogies to a rent, but is perhaps best called 
Co7isumer*s Surplus. 

Jt is obvious that the Consumer’s Surpluses deriveil from 
some commodities are mucli greater than from others. 'J’hert; 
are many comforts and luxuries of which the prices are very 
much below those which many people would pay rather than 
go entirely without them; and which therefore afford a very 
great Consumer’s Surplus. Good instances are matches, salt, 
a penny newspaper, or a postage-stamp. 

• We are apt to underrate the benefits which we derive from 
the Opportunities afforded to us by our surroundings, or, as 
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the Gormau?j say, from the Conjuncture of circumstances 
around us. We take it for granted that we caif buy a 
newspaper with several thousand lines of news in it for a 
penny: and we seldom consider that if we would pay (say) 
a shilling rather than be dej)rived of our newspaper, the 
opportunity of buying it for a penny gives us a surplus benefit 
of eleven pence a day. 

This notion is of great importance for the Ingher work of 
the economic student. But it involves many difficulties, and 
is apt to be misunderstood and misapplied by the beginner : 
and therefore, what little is said of it in the present treatise, 
may be relegated to Appemlix B. 

§ 2. The notion itself in some vague form or other is con¬ 
stantly present with us. Tliis is another instance in which 
the daily language of ordinary life, while sufficient for many 
practical purposes, is not quite exact and complete; so that 
on examination it is found to suggest more tfian appears at 
first sight. 

Thus, for instance, it is a common saying that tlie real 
value of things to us is not gauged by the price we pay for 
them: that, though we spend for instance much more on teti 
than on salt, yet salt is of greater real value to us; and that 
this would bo clearly seen, if we were entirely 
aigfe person, ^l^^prived of it. This argument is but thrown 
into precise form, when it is said that we cannot 
trust the marginal utility of a commodity to indicate its total 
utility; for, though it is true that, when a person spends 
sixpence on a quarter of a pound of tea instead of o0a stone 
of salt, he does so because he prefei'.s the tea : yet he would 
not prefer the tea if he did not know that he could easily get 
whatever salt he needetl for his more urgent requirements. 

Again, if the real value of anything w(u’e Inung discussed 
with referemee, not to a single individual, but to people in 
general, it would naturally be assumed that a shilling’s wortli 
of gratification to one Englishman might be taken as equiva- 
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lent \^tli a sliilling’s worth to another, “t-o start with,” and 
“until cause to the coiitraiy were shown.” But 
every one would know that this was a reason- people in 
able course only on the supposition that the con- 
suiiKirs of tea and those of salt btOongod to the same classes of 
people; and incliuk^d people of every variety of temperament. 
And if, insh‘,ad of comparing tea and salt, whiedv are both 
us<'d largely by all classes, we had compared eitlu'r of them 
with champagne or pineapples, this assumption could not 
have been made even for a first i-ongl» guess. In earlier 
g(!nerations many statesmen, and (wen some economists, neg¬ 
lected to make adequate allowance for considerations of this 
class, especially when constructing schemes of taxation; and 
<li(*ir words or deeds seemed to imply a want of sympathy 
with tlie sufierings of the poor ; though more often they were 
du(5 simply to want of thought, * 

On the whol(^ however it happens that by far tlio greater 
number of tlui events with which economics deals, aii'ect in 
about equal proportions all the diflerent classes of socii^ty; so 
that if the money measures of the happiness causi^d by two 
(‘vents ar(; equal, there is not in gcmeral any V(uy great 
diftenmee between the amounts of the happiness in the two 
cases. And it is on account of this fact that the exact m(^a- 
surement of the Consumers’ Surplus in a market lias already 
much theoretical interest, and may hecome of liigh practical 
iiuportance ^ 


§ 3. There is another nec^d for caution when estimab 
ing the%ependeiice of well-being upon material for 

wealth. Not only does a person’s happiness collective 
often depend more on his own physical, mental 
and moi-al health than on the external conditions of his well¬ 


being; but even among these conditions many that are of 
chief importance for his real happiness are apt to be omitted 
from an inventory of his wealth. Some are free gifts of 


M. 


^ Compare p. 21. 


6 
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natiiro; and those might indeed ho neglected witlu>u|^ great 
hai’in if they were always the same for everybody ; l)nt iii fact 
they A'ary much from place to place. More of them however 
are elements of collective wealth which are often omitted from 
the reckoning of individual wealth ; but which become im- 
poi-tant when w(i compare different parts of the modern civi¬ 
lized world, and even more important when w(» c<mipare oui* 
own age with earlier times. 

An increase of income nearly always causes pleasure; 
but the new enjoyments which it provides often lose quickly 
much of their charm. Partly this is the r(;sult of familiarity ; 
which makes people cciase to derive much pleasure fj-om accus- 
tomcHl comforts and luxuries, though tliey suffer great pain 
from their loss. Partly it is due to the fact that with in¬ 
creased riches there often comes either the weariness of age, or 
ak least an increase of nervous strain, and perhaps habits of 
living that lower physical vitality and diminish tin; capacity 
foi' pleasure. 

In every civilized country there have been some followers 
of the Buddhist doctrine that a ]>lacid sv^renity is 

and rest . highest ideal of life ; that it is the part of the 
wise man to roi/t out of his jiature sis many wants 
and desires as he cun ; that real riches consist not in th(^ 
ulmndance of gooils but in tiie paucity of wants. At tihe oilier 
(extreme are those who iiiaintain that the growth of new 
wants and desires is always beimficial hecausi* it., stimulatea 
people to increased exei'tions. They seeni to have made the 
mistake, as Mi* H(;r])ert Spencer says, <)f supposing thU life is 
for working, insteiul of working for life. 

The truth seinns to be that as human nature is (Kinsti- 
tuted, man rapidly degenerates unless he Inis some hard 
work to do, some difficulties to overcome; and that some 
Value of work exertion is necessary for physical and 

for its own moral health. The fulness of life lies in the de-« 
velopinent and activity of as many and as high 
faculties as possible. Tliei*e is iiftense pleasure in the ardent 
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jnirsiiit «‘f whether it be success iii^ business, tbe 

;i(lvancluient of art and scieiiee, or the improvement of tlie, 
eonditiou of one’s fellow-beings. The highest constructive 
work of all kinds must often alternate between periods of ovei*- 
strain and p(U'i(xls of lassitude and stagnation ; but for oiflinary 
])eople, for thase who have no strong ambitions, whether of a 
lower or a higher kind, a moderate income earned by moderate 
and fairly steady work offei*s the Ixjst opportuidty for the 
growtli of those habits of body, mind and spirit in whicii alom^ 
tlnu(^ is true happiness. 

There is some misuse of wetdth in all ranks of society. 
And though speaking generally, we may say that every 
increase in the income of the working classes adds to the 
fulness and nobility of human life, because it is used chiefly 
in the satisfaction of real wants; yet even among the artisans 
in England, and perhaps still more in new countries, thero 
are signs of the growth of that unwholesome desire for wealth 
as a means of display which has been the chief bane of the 
wfill-to-do classes in every civilized country. Lfiws agjiinst 
luxury have been futile; but it woukl be a gain 
if the moral sentiment of the community could 
induce people to avoid all sorts of display of 
individual wealth. There are indeed true and worthy plea¬ 
sures to be got from wisely oitlered jnagniticence: but they 
are at their best when fi*ee from any taint of personal vanity 
on the one .side, and envy on the other; as they ai’e when 
they centre round public buildings, public parks, publhr col- 
l(Hjtion#of the line ait.s, and public games and amusements. 
So long as wealth is applied to provide foi- every family the 
ncce.ssarie.s of life and culture, and an abundance of tbe 
bigher forms of enjoyment for collective use, .so lung the 
piu'suit of wealth is a noble aim ; and tbe plea.sure8 which it 
brings are likely to increase with the gif>wtb of those higher 
.activities whicli it is used to promote. 

When the necessari(*.s of life are once provided, everyone 
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should seek to increase the beauty of things in his possession 
rather than their number or their magnificence, ^n im¬ 
provement in the €artistic character of furniture and clothing 
trains the higlier faculties of those who make them, and is a 
source of growing happiness to those who use them. But if 
instead of seeking for a higher standard of beauty, we spend 
our gn)wing resources on increasing the complexity and intri¬ 
cacy of our domestic goods, we gain thereby no tnie benefit, 
no lasting happiness. The world would go much better if 
everyone would buy fewer and simpler things, and would 
take trouble in selecting them for their real beauty; being 
careful of course to get gtjod value in return for his outlay, 
but preferring to buy a few things made well by highly paid 
labour rather than many made badly by low paid labour. 
But we are exceeding the pi*oper scope of the prestmt Book; 
tjie discussion of the influence on general well-being which is 
exerted by the mode in which each individual spends his 
income is one of t he more important of those applications of 
economic science to the art of living which will find their 
place at the end of the Treatise. 
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BOOK IV. 

THE AGENTS OF PRODUCTION. 

LAND, LABOUR, CAPITAL AND ORGANIZATION. 

CHAPTER I. 

INTRODUCTORY. 

§ 1. The agents of production arc commonly classed as 
Land, Lalx)ur and Capital. 

By “Land’’ is meant not merely land in the strict sense 
of the word, but the whole of the material and the forces 
which Nature gives freely for man’s aid, in land and water, 
in air and light and heat‘. “Land” is, in a chaptersii, 
certain sense, a fixed quantity; and we shall 
have to examine the causes which limit its yield of produce 
to the labour and capital applied to it. 

The amount of labour available for any work depends 
})artly upon the number of people able and ready to do the 
work, and partly on their willingness to exert 
themselves, and these are very elastic quantities, 

We shall see how they are affected by the wages, 
or other reward available for the work: how high wages 
enable parents to bring up a large proportion of their children 
to full age, well nourished in mind and body. And we shall 
gradually inquire (for the question can only be opened out 


1 See below, p. 87. 
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ill the presekit Book) how children and adults drift fioni 
occupations that hold out small attractions to others that 
are not more difficult and hold out greater. 

We shall look at the growth of wealth, whicli when coii- 

ChapterViii agent of production, is callt;d 

CapitaP. We shall see how it is affected by 
that “Uilancing of future benefits against present”; which 
has ali-eady been noticed-’ as controlling people’s willingness 
to forego immediate pleasure and to provide machinery, 
buildings, ships, railways, and to make labour more efficient 
in the future. 

Then we shall make some study of division of labour and 
industrial organization generally, and iiniiiire 
XII iiua-ease the efficiency of lal)our. 

Thus we shall prepare the way for an in(|uiry 
iyto the causes that govern the Supply price of anything. 3Ajr 
Supply Price pHW, required to attract purchasers for 

any given amount of a commodity, was called 
the Demand price for that amount; so the price required to 
call forth the exertion necessary for producing any given 
amount of a connnodity, may bo called the Su'^rply price for 
Books III and labour. In Book V, we shall add up the 

IV lead up to supply prices of all the different things needed 
to make a commodity, and call the sum of them 
the supply price of that commodity. Then we shall set 
against this the corresponding demand price for it; and wo 
shall see how tin*, relatioihs betwe(?n the two govern value. 


Supply Price. 


I tSce above p. -ly. 


» fckie p. 77. 
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CHAPTER II. 

TllK FKRTlLITi" OF LAND. 

5^ ]. The jigeJils of production, other tliau labour, are 
described as land and capitjil: those material ^ 
things which owe their ustifulness to human 
labour being classed under capital, and those which owe 
nothing to it being classed as land. The distinction is ob¬ 
viously a loose one: for bricks are but pieces of earth slightly 
worked up ; and the soil of old settled countries has for the 
greater part been worked over many times by man, and owes 
to him its present form. There is however a scientific prin¬ 
ciple underlying the distinction. While man has no power 
of creating matter, he creates utilities by putting things into 
a useful form*; and the utilities made by him can be in¬ 
creased in supply if there is an increased demand for them; 
they have a supply price. But there are other utilities over 
the supply of which he has no control; they are given as a 
fixed quantity by nature and have therefore no supply price. 
The term **land” has been extended by economists so as to 
include the permanent sources of these utilities“; whether they 
are found in land, as the term is commonly used, or in seas 
and rivers, in sunshine and rain, in winds and waterfalls. 

When we have inquired what it is that marks off land 
from those material things which we regard as products 

^ See Book ii. Chapter ni. 

In Bicardo’u fauioua phrabe “the original and iiideatruotihle powora of 
the soil.” 
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« of tlie Ijinrl, we sliall find tliat the fundamental attribute of 
land is its ext^hision. The right to use a certain area of the 
cartli’s surface is a primary condition of anything that man 
can do; it gives him room for his own actions, with the 
enjoyment of the heat and the light, the air and the rain 
which nature assigns to that area; and it determines his 
distance from, and in a great measure his relations to, other 
tilings and other persons. 

vSome parts of the ejvrth’s surface contribute to production 
chielly by the services which they rtmder to the navigator: 
others are chiefly of value to the miner; others—though this 
siilection is made by man rather than by nature—to the 
builder. But when the productiveness of land is spoken of 
our first thoughts turn to its agricultural use. 

§ 2. To the agriculturist an area of land is tlie means of 
supporting a certain amount of vegetalilo, and perhaps u I ti¬ 
ll^ mately of animal life. He can by suflicient labour 

of a?terfn^the make almost any land bear large crops. He can 
the prepar-e the soil mechanically and chemically for 

what(iver crops he intends to grow next. He 
can adapt his crops to the nature of the soil and to one 
another; selecting such a rotation that eiich will leave the 
land in such a statoj and at such a time of year, that it can be 
worked up easily and without loss of time into a suitable seed 
bed for the coming crop. He can even permanently alter 
the nature of the soil by draining it, or by mixing with it 
other soil that will supplement its deficiencies'. 


1 Mechanically, the soil niu.st be so far yielding that the fine roots of jdants 
can push their way freely iji it; and yet it must be finn enough to give them a 
good hold. The action of fresh air and water and of fro.sts are nature’s tillage 
of the soil; hut man gives great aid in this mechanical preparation of the soil. 
The chief purpose of his tillage is to enable the soil to hold plant roots gently 
but firmly, and to enable the aii* and water to move about freely in it. Even 
W'ben he manures the ground lie lias this mechanical preparation in view'. 
For farmyard manure benefits clay soils by subdividing tliem and making 
them lighter and more o])en, no less than by enriching them cliemically; while 
to sandy soils it gives a much needed firmness of texture, and hel]>s them, 
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The greater part of the soil in old countries oTwes much of 
its character to human action ; all that lies just below the 
surface has in it a large element of capital, the produce of 
man’s past labour: the inherent properties of the soil, the free 
gifts of nature, have been largely modified; partly robbed and 
partly added to by the work of many generations of men. 

But it is diflerent with that which is above the surface. 
Every acre has givciii to it by nature an annual income of 
lieab and light, of air and inoisturci ; and over these man has 
but little control, lie may indeed alter the climate a little 
by extensive drainage works or by planting forests, or cutting 
them down. But, on the whole, the action of the sun and 
the wind and the rain are an annuity fixed by nature for each 
plot of land. Ownership of the land gives possession of this 
annuity: and it also giv('s the space required for the life and 
action of vegetables and animals; the value of this space 
being much affected by its geographical position. 

Wo may then continue to use the ordinary distinction 

between the original or inherent proiierties, , 

t • 1 1 1 1 1 • 1- ^ ^ 1 Original and 

whicli tlie land derives from nature, and the artificial pro¬ 
artificial pro])(U’ties which it owes to human 
action; provided we remember that the .first include the 
space-relations of the plot in question, and the annuity that 
nature has given it of sunlight and air and rain ; and that in 
many cases these are the chief of the inherent propei ties of 
the soil. Jt is chiefly from them that the ownership of 
agricultural land derives its peculiar significance, and the 
theory of its rent a special character. But the question how 
far the fertility of any soil is due to the original properties 
given to it by nature, and how far to the changes in it made 

nu'clianically as woll as chcmi(;ally, to liold tlio materials of plant food wliicli 
'v'onld otherwise be quickly washed out of them. 

Chemically the soil must liave the inorganic elements that the plant wants 
m a form palatable to it, and sometimes man can turn a barren into a very 
fi rtile soil by adding a small <|uautity of just those things that are needed. 
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hy man, ctvnuot Iw fully discussed without taking account of 
the kind of produce raised from it. 

For human agency can do much more -to promote the 
growth of some crops than of others. At one end of the 
scale are forest trees; an oak well planted and with plenty 
of room has very little to gain from man’s aid : there is no 
way of applying labour to it so as to obtain any considerable 
return; and nearly tlui same may be said of the grass on some 
rich river bottoms which are endowed with a rich soil and 
good natural di'ainage. Next comes land which, though not 
quite so rich, is still kept in permanent pasture; and after 
this comes arable land on which man does not trust to nature's 
sowing, but prepares for each crop a seed l)ed to suit its 
special wants. Tjastly, the kinds of produce which owe most 
to mail’s labour and care are the choicer kinds of fruits, 
flowers and vc'getables, and of animals, particularly those 
which are used for improving their own breeds. For while 
nature left to herself would select those that are best able 
to take care of themselves and their offspring, man selects 
those which will provide him most quickly with the largest 
supplies of the things he most wants; and many of the 
choicest products could not hold their own at all without 
his care. 

Thus various tlien are the parts which man plays in aiding 
nature to raise the different kinds of agricultural produce. 
In eacli case he works on till the extra return got by extra 
capital and labour has so far diminished that it will no 
longer remunerate him for applying them. Where this limit 
is soon loached he leiives nature to do nearly all the work; 
where his share in the production has been great, it is 
because he has been able to work far without reaching this 
limit. We are thus brought to consider the law of diminishing 
retuni. 
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CHAPTER III. 

THE FKRTILUT OF LAND, CONTINUED. THE LAW OF 
DIMINISHING KETURN. 


§ 1. The law of (or statemerU of tendency id) diminishing 
return as applied to land is:— 

An increase in the capital and labour applied in the cul¬ 
tivation of land causes in gemral a less than 

proportionate increase in the amount of produce diminishing « 

. 1 return, 

raised. 

Wo learn from history and by observation that every 
agriculturist in every ago and clime desires to have the use 
of a good deal of land; and that when he cannot get it 
freely, fie will pay for it, if he has the means. If ho thought 
that he would get as good results by applying all his capital 
and labour to a very small piece, he would not pay for any 
but a very small piece. 

When land that reejuires no clearing is to bo had for 
nothing, every one uses just that quantity which he thinks 
will give his capital and labour the largest return. His 
cultivation is “extensive,^' not “intensive.” Ho does not aim 
at getting many bushels of corn from each acre; he tries to 
get as large a total crop as possible with a given 
expenditure of seed and labour; and therefore general expe- 
he BOWS as many acres as he can manage to bring 
under a light cultivation. Of course he may go too far: he 
may spread his work over so largo an area that he would 
gain by concentrating his capital and labour on a smaller 
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space; and jmder these circumstances i£ ho could get com¬ 
mand over more capital and lalxmr so as to apply more to 
each acre, the laud would give him an Incrktsing Return; 
that is, an extra return lai'ger in proportion than it gives to 
his present expenditure. Ihit if he has made his calculations 
lightly, lie is using just so much ground as will givii him the 
highest return; and he would lose by concentrating his capital 
and laliour on a smalhu* area. If he liad command over more 
capital and lalamr and were to ap])ly more to his present 
land, he would gain less than ho would l>y taking up more 
land ; he would get a JHiimiishing Return^ that is, an extra 
return smaller in proportion than he gets for the last applica¬ 
tions of capital and labour that he now mak('s, provided of 
course that there is meanwhih; no ptirceptibh'. improvelnent 
in his agricultui'al skill. As his sons grow up they will have 
more cajiital and lalxjur to apply to land ; and in order to avoid 
(Jlitaining a Diminishing lleturn, thi^y will want to cultivate 
more land. But perhaps by this time all the muglibouring 
land is already taken up, and in order to gat more they must 
buy it or pay a rent for the use of it, or migrate wliere they 
can get it fur nothing. 

This tendency to a Diininishiiig lieturn was the cause of 
Abraham’s pairing from Lot, and of most of the migrations 
of which liistoiy tells. And wherever the right 
migrations cultivatcr laud is much in loquest, we may be 

sure that the temhmcy to a Diminishing Return 
is in full opm-ation. Wei'(? it not for this tendency every 
fanner could save ncai’ly the whole of his rent by giving up 
all but a small j>icce of his land, and bestowing all his capital 
and lalxuir on that. Jf all the capital and lalKmr which he 
would in that case apply to it, gave .'is good a return in 
proportion as that which he now applies to it, he would get 
from that plot as large a produce as he now gets from his 
whole farm, and would make a net gain of all his rent save 
that of the little phit that ho redaiued. 
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Ifc rnuy be conceded that the ambition of farmers often 
leads them to take more land than they can properly manage. 
But when we say that a funner would gain by 
.'ipplying his capital and labour to a smaller area, modem 
\v (5 do not necessarily iiman that he would get 
a larger gross pro(luc(\; w(^ may mean only that the saving 
in i‘ent would morcj than counter balance any pi'obablo dimi¬ 
nution of the total returns that he got from the land. If a 
farmer })ays a fourth of his produce as rent, he would gain 
by concentrating his capital and laliour on less land, provided 
the exii'a capital and labour applied to each acre gave any¬ 
thing more than three-fourths as good a i^eturn in proportion 
as he got from his earliei' expenditun'. 

Again, it may be granted that much land, (‘ven in a 
country as advajiced as England, is so unskilfully cultivated 
that it could be made to give mor(‘. than double its presen^^ 
gross piHxIuce if twice tlu^ present capital and labour were 
applied to it skilfully. Very likcdy those are right who 
maintain that if all English fai’mers were as able, wdse and 
energetic as tlie best are, they might profitably apply twice 
the capital and labour that is now applied. Assuming rent 
to b(^ one fourth of the prc^sent produce, they might get seven 
hundnxlweight of produce for every four that they now get: 
it is conceivable that with still more improved methods they 
might get eight hundredweight, or even more. But this does 
not prove that, as things are.^ further capital and labour 
could obtain from land an Increasing Keturn. The fact 
remains that, taking fai’fners ns they are, wdtli the skill and 
energy which they actually have, wo find as the result of 
universal observation that there is not open to them a short 
load to riches by giving up a great part of their land, by 
concentrating all their capital and labour on the I'emainder, 
and saving for their own pockets the nnit of all but that 
I'emainder. The reason why they cannot do this is told in 
the Law of Diminishing Return. 
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Tl, is inj^|)ortant. to reinomber tliat the Return to capital 

and lahnir of which the Law sptMiks, is ineasunnl 
The Law re- , . , . , 

lates to the t he amount ot the j»r(Mluce raised independently 

produce changes that may meanwhile take place in 

the price of produce ; such, for instance, as might 
occur if a new railway liad been made in the neighlxmrlKxxl, 
or a now town population had grown up close by. Such 
changes will be of vital importance when we come to draw 
inferences from the Law of Diminishing Return, and par¬ 
ticularly when we discuss the pressure of increasing population 
on the means of subsistence. But they have no luviring on 
the Law itself, because that has to do not with the valine oi 
the produce raised, but only with its amount. 

We may now formulate the limitations which wcu’c im¬ 
plied under the words ‘‘in genorar’ in our provisional state¬ 
ment of the Law, The Diw is a statement of a tendency 
^which may inde(*d be held in check for a time by improve¬ 
ments in the arts of production and by the titful course of the 
development of the, full p^iwers of the soil; but which must 
ultimately become irresistible if the demand fur pi'oduce 
should increase without limit. (')ur Hnal statement of the 
Law may then be divided into two parts, thus: 

Firstly, although an improvement in the arts of agricul 
Final state raistt the return which land generally 

mcntofthe affords to any given amount of capital and 
lalxnir; and .although the capital and labour 
already applietl to any piece of land may have been so in- 
iulequate for the development of its full powei-s, that .some 
fuither expenditure on it even with the exi.sting arts of 
agriculture would give a more than pioportionate return; 
yet these conditions are rare in an old country : and, except 
when they are pt’esent, the application of increased capital 
and labour to land will add a less than proportionate amount 
to the produce raised, unless there be meanwhile an increase 
in the skill of the individual cultivator. Becondly, whatever 
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may 1)^ tho future developnientj|pof the arts of afg’ioulture, a 
continued increase iu the application of (capital and laliour to 
land must ultimately result in a diminution of tlie extra 
produce which can be obtained by a <j[iven extra amount of 
capital and labour. 

§ 2. Makin" use of a term suggested by James Mill, we 
may regard the capital and lalx)ur applied to ^ 
land as consisting of e(iual successive 7 >o.sr.v*. As capital and 
we have seen, the return to the lirst few doses 
may perhaps be small and a greater number of doses may get 
a larger proportionate return ; the niturn to successive doses 
may (wen in exceptional cases alternately rise and fall. But 
our law states that sooner or later (it being always supposed 
that there is meanwhile no change iu the arts of cultiva¬ 
tion) a point will be reached aft(‘r which any further dose 
will obtain a less proportionate return than the preceding^ 
d(»ses. 

Th(} dose which only just remunerates the cultivator may 
he said to be the marginal dospy and tlie return 
to it the marginal return. If there happens to margima*re°**’ 
l>e in the neighbourhood land that is cultivated cultivation*” 
l)ut only just pays its expenses, and so gives no 
surplus for rent, we may .suppose this dose applied t(,> it. 
We can then say that the dose applied to it is applied to 
land on the margin of cultivation^ and this way of speaking 
has the advantage of simplicity. But it is not necessary 
for the argument to suppose that there is any such land; 
what we want to fix our minds on is the ndurn to the 
mai ginrd dose: whether it happens to be applied to poor 
land or to rich does not matter; all that is necessary is that it 

1 The phrase a Dose of Capital and Labour may be taken provisionally to 
nieau £1 of outlay distributed according to the exigencies of the case between 
the liire of labour, the payment for the use and the wear and tear of capital, 
and lastly for management. Some diiHculties connected with tlie phrase are 
diseuised in a Note at the end of Principles^ IV. m. 
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j^hould })fi thij last dose which can profitably be applied to that 
land\ 

When we speak of th(> niar^dnal, or the “last” dose applied 

to the land, we do not mean tlie last in time, we 

dose not^^'ne- dose which is ou the margin of pro- 

cessarily the Jitable expenditure: that is, which is applied so 
last m time. . ... ^ ^ 

as just to give the onlinary returns to the capital 
and labour of the cultivator, without affording any surplus. 
I'o take a concrete instance, we imay suppose a farmer to be 
thinking of sending the hoers over a field once more; and 
after a little hesitation he dc'cides that it is worth his while^ 
but only just worth his while to do it. The dose of capital 
and labour spent on doing it, is then the last dose in our 
present sense, though there are many dos(is still to be applied 
in r(iaping tlie crop. Of course the return to this last dose 
cannot be separated from the othei's; Imt we jiscribe to it all 
that part of the produce which \\(i Ix'lievc; would not have 
been produced if the farmer had decided against the extra 
hoeing. Since tlie return to the marginal do.s(} (it does not 
matter whether the dose is applied to poor land or rich) 
Surplus Pro- reiTiuneratas the cultivator, it follows that he 

duce. Pp remunerated for the whole of his 

capital and labour by as many times the marginal return as he 
has applied doses in all. Whatever he gets in excess of this 
is tlie Suqjins Produce of the land. This surplus is retained 
by the cultivator if he owns the land himself *. 

1 Bicardo was well aware of this: tliough lie did not emplniaize it enongli. 
Those opponents of his doctrine who Inive snjipo.sed tliat it Ims no aptilica- 
tion to pliiccs where all the land pays a rent, have ini.staken the nature of hi.s 
argument. 

2 Let us seek a graphical illustration. If on any given field there wej*e 
expended a capital of £.5U, a certain amount of produce would he raised from 
it: a certain amount larger than the former would be raised if there were 
expended on it a/;apital of £.51. The difference between these two amounts 
may be regarded ns the produce due to the fifty-first pound; and if we suppose 
the capital to be applied in suceessivo diwes of .i’l each we may speak of this 
difference as the pi oduce due to the fifty-first dose. Let the doses bo repre-^ 
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(This Snr])liis Prodnn^ may, umhM* ot^rtaiu Aroiiditions, 
the rent whicli tlie owner of the land can n* relation to 
tv\act from tlm tenant for its use. But, as w(^ 
shall see hereafter, the full rent of a farm in an old country 
is made up of three elements: the first beiiij^ due to the value 
of th(^ soil as it was made by Nature; the second to iinprove- 
inents made in it by man; and the third, which is often th»^ 
most important of all, to the growth of a dense and rich 
population, and to facilities <jf cominunicatkui, by public roads, 
lailroads, (fee.) 

In an old cemntry it is seldom possible to discover what 
was the original state of the land before it was first culti¬ 
vated. Th(', 1 ‘esults of some of man’s work are for goml and 
evil fixed in the land; they cannot be distinguished from the 
results of nature’s work, but must be counted with them. 
The line of ilivisi(jn between nature’s work and man’s work is 
lilurred, and must Ixi drawn more or less arbitrarily. But 
fc]‘ most purposes it is best to regard the fiist difiicidties of 
coping with nature as pretty well conquered before we begin 
to reckon the farmer’s cultivation. Thus the returns that we 

aentf'd in onlor by sucicessive equal (livinionH ef the 
line <H>. Let there now he drawn from the division 
of this lino representing? the fifty-first dose M, a line 
AU' at rijj;hl uugles to 01), in thickness equal to the ^ 
hMif,dh of one of the divisions, and such tliat its 
length represents the amount of the prodm'e due to ^ 
the fifty-first dose. Suppose this done for eatdi 
separate division up to that corresponding to the q 
last dose which it is found profitable to put on the 

land. Let this last dose be the 110th at />, and DC the corrcisiionding return 
that only just remunerates the fanner. The extremities of such lines will lie 
1)11 a curve A PC. The gross produce will be represented by the sum of these 
lines: i.e. since the thickness of each line is equal to the length of the division 
)ii which it stands, by the area ODCA. Let CGH be drawn paraUel to DO, 
mtting PM in (]; tlieii MG is e([unl to CD] and since DC jnst remunerates 
-he fanner for one dose, MG will just remunerate him for another: and so for 
dl the portions of the thick vertical lines cut off between OD and HG. There- 
ore the sum of these, that is, the area ODCHy represents the share of the 
>r^uce that is required to remunerate him; while the remainder, AllGCPA^ 
8 Uie Surplus Produce, which under certain conditions becomes tlie rent. 

M. 7 
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count as due to the first dosdsR of capital and labour are 
generally the largest of. all, and the tendency of the return to 
diminish shows itself at once. Having English agriculture 
chiefly in view, we may fairly take, as Ricardo did, this as the 
typical case\ 

3. There is no absolute measure of the richness or 
Order of reia land. Even if there be no change in 

live fertility the arts of prcKluctioii, a nnu'e increase in the 
wnhc^rcum- demand for produce may invert the order in 
stances. which two adjacent pieces of land rank as re¬ 

gards fertility. The one which gives the smaller produce, 
when both are uncultivated, or when the cultivation of both 
i.s equally slight, may rise alwive the other and justly rank 
as the more fertile when b<d.h are cultivated with equal 
thoroughness. In otlun* words, many of those lands which are 
the least fertile when cultivation is merely extensive, becoim^ 
among the most f(?rtih? when cultivation is intensive. 

It has been well said that as the strength of a chain is 
that of its weakest link, so fertility i.s limited by that element 
in which it is mo.st deficient. Those who are in a hurry, will 
reject a chain which has one or two very weak links, however 
strong tluj n?st may be; mid prefei* to it a ^nuch slighter 
chain that has no flaw. But if there is heavy work to be 
done, and they have time to make ropairs, they will set the 
larger chain in order, and then its strength will exceed that 
of the other. In this we find tlie explanation of inucli that 
is apparently strange in agricultural histoiy. 

The first settlci's in a new country generally avoid land 

„ . which does not lend itself to immediate culti- 

Pavounte 

soils of early vation. They are often repelled by the very 
settlers. luxuriance of natural vegetation, if it happens 

to lie of a kind that they do not want. They do not care t6 


1 That is, we may substitntw (fig. H) the (lotted liiu* BA' for BA and 
regard A'BBC as the typical carve for the return to capital and labour applied 
in Kugliuh agriculture. 
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plougli land that is at all heavy, howev(n’ i‘ic4i it might 
h(*o(jiiie it’ tlioT oughly worked. They will have nothing to do 
with water-logged land. They generally seleet light land 
whieh can easily he worked with a double plough, and then 
they sow their s(!(5d braadly, so that the plants when they 
grow up may have plenty of light and air, and may collect 
llehr food from a wide area. 

We caimot then call one pie<M‘ of land mort^ fertile lhan 

another till we know something about the skill 

, • r- • 1 . Fertility is re- 

and entei’pnse or it,s cultivators, and the amount- lativeto place 

«»t' capital and labouj- at their disposal; and till 
we know^ whether the demand for prtKluce is such as to hiake 
inl-ensh’e cultivation profitable! with the resoprees at t-heir 
disposal. If it is, those lands will be the most fertile which 
give tln^ higln^st a\’ei*age returns to a large expenditure of 
cajiital and labour ; but if not, tho.se will be th(‘. most fertile 
which give th<‘ Ix'st retui'iis to fhi^ first few do.se.s. The term 
ferl.ility has no nuNining except with refermice to the s])(‘cial 
ciicumstances of a particular time and place. 

4. but furth(‘r, the order of huiility of diti'ciniit .soils is 
liahh^ to be (thaiigiHl by changi^s in tlu^ methods of cultivation 
<01(1 in th(f r(‘lative values of different crops. Thus when at 
di(^ (md of last- century Mr Coke sIiowchI how to grow wheat 
''ell on light soils by ])reparing tin* way with clover, they ro.se 
lelat-ively to clay soils; and now thougli they are still .some¬ 
times called from old custom “poor,” .some of them bav'e a 
higher value, and are, really mort^ fertile, than iiiucli of the 
land t-luit used t.o be carefully cultivated while many of t,he 
light .soils were loft in a .state of nature. 

As tliere is no absolute standaixl for fertility, so thei-e is 
none of gofnl cultivation. 44ie best cultivation 
hi t-lie richest part-s of the (Jlianiiel Islands, fur tion a relative 
nistanci;, involves a lavi.sh expenditure of capital 
iiid hibouT’ on each acre: foi* they are near giKxl markets and 
a monopoly of an eiiuable and early climate. Tf left to 

7—2 
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natinr, ll](<f*lanil would not b(*, vory fei’t-iU*; for, thoiiijli it lias 
many virtims, it has two weak links (bein^ deficient in phos¬ 
phoric acid and potash). But, partly by the aid of the abund¬ 
ant seaweed on its shores, these links can be strengthened, 
and the chain thus becomes exceptionally strong. Intense, or 
as it is ordinarily called in England “goixl” cultivation, will 
thus raise <£100 worth of early j)ot-atoes from a single acre. 
But an equal expenditure per acrc^ by the farmer in Western 
America would ruin him; relatively to bis circumstances it 
would not l)e gcxxl, but bad cultivation'. 

o. The statement of the Law of Diminishing lleturn by 
Ricai-do and other English economists in the earlier lialf of 
this century, was inexactly worded. They stated that the 
first settlers in a new country invariably chose the richest 
lands, and that as population increased, pcx>rer. and poonu* 
soils were gradually brought under cultivation, speaking care¬ 
lessly as though there were an absolute standard of fertility. 
But as we have already seen, where laiul is free, everyone 
chooses that which is best adapted for his own purpose, and 
that which will give him, all things ct)nsidei(Kl, the best return 
for his capital and lalx>ui-. He l(X>ks out, therefore, for land 
that can be cultivated at «)nce, and passes by lai»d that has 
any weak links in the chain <>f its elements of fertility, how¬ 
ever strong it. may bt^ in some other links. But besides 
having to avoid malaria, he must think of liis communication 
with his markets and tlie base of his resources; >j|,nd in some 
cases the need for security against the attacks of enemies and 
wild bejists outweighs all other considerations. It is therefore 
not to be expected that the lands which were fir-st chosen, 
should turn out always to be those which ultimately come to 
be regarded as the most fertile. 

1 The changes in the relative fertilities of different kinds of land, which 
result from changes in the arts of production and the general economic condi¬ 
tion of the people are examined a good deal more fully and with the aid of 
graphic illastrations in Principleit, IV. iii. .B, 4. 
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The isolated farmer auflers many hardships, whi^ diminish 
as a village gwws up near him ; and when that expands into 
a large industrial centre, his gain is much greater. All his 
produce will be worth more; some things whicli h(; used to 
throw away will fetch a good price. He will lind new 
openings in dairy farming and market gardening ; and with a 
larger range of produce he will make use of rotations that 
keep his land always active without denuding it of any of tlu; 
elements that are necessary for its fertility. But here we are 
j)assing away from the causes which determine the amount of 
a farmer’s produce, tt) those which determine its exchange 
A alue in terms of the things oHored for it by the neighbouring 
industrial population. We are passing aw;ry from the explan¬ 
ation of tlie law of diminishing return and b(‘ginning to 
study its applications. 

Even when cultivation has reached a stage after which 
each successive dose applied to a held would get a less amount 
of return than the preceding dose, it may be possible for an 
increase in the population to cause a more than proportional 
incj’ease in the means of subsistence derived from it. The 
evil day is indetid only deferred: but it is deferred. The 
growth of population, if not checked by other causes, nmst 
ultimately be checked by the difficulty of obtaining raw 
products; but in spite of the Law of Diminishing Return, the 
}>ressure of population on the means of subsistence may be 
restrained for a long time to come by the opening up of new 
fields of supply, by the cheapening of railway and steamship 
communication, and by the growth of organization and know¬ 
ledge. 

In the following chapters we shall have much to say about 
the evil effects of local congestions of population in making it 
difficult to get fresh air and light, and in some cases fresh 
water. Again, natives of New England who have gone to 
the fertile plains of the West, would often be willing to barter 
pui't of their heavy crops for the pure water which the Iwirreu 
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granite soil' of their old homes supplied ; and even in England 
there are many places, ])articularly at tlie sea-side, which are 
kept poor by the want of drinking water. 

§ 6. Tn river-fisheries, the extra returns to additional 
doses of capital and labour show a rapid diminution. As to 
the sea, opinions diller. Its volume is vast, and fish are very 
prolific; and it may be true, as some think, that a practically 
unlimit(‘d supply can b» drawn from the sea without appreci¬ 
ably affecting the numb(‘rs that remain. 

The produce of mines again, among which may be 
r(‘.ckoned quarries and brickfields, is said to 
from fisheries conform to tlie T^aw of Diminishing Keturn; 
and mmes. statement is nusleading. 'J'he produce 

of the field is something other than the soil; for the field, 
properly cultivated, njtains its hTtility, but the produce of 
the mine is part of the mine its(;lf. The su])ply of agricultural 
produce and of fish is a perennial stream; mines are as it 
were Nature’s reservoir. The more nearly a reservoir is 
exhausted, the greater is the labour of pumping from it; but 
if one man with one puraj) could pump it out in ten days, 
ten men with ten pumps could pump it out in ono day: 
and when once empty, it Would yield no more. 8o the mines 
that are being opened this year might just as easily have been 
opened many years ago: if the plans had been properly laid 
in advance, and the reejuisito specialized capital and skill got 
ready for the work, ten years’ supply of coal might have been 
raised in one year without any increased difficulty; and when 
a vein had once given up its treasure, it could produce no more. 

There is, however, increasing difficulty in obtaining a 
further supply of minerals, except in so far as we obtain 
increased power over Nature’s stores through improvements 
in the arts of mining, and through better knowledge of tluJ 
contents of the earth’s crust; and there is no doubt that, 
other things being equal, the continued application of capibil 
and labour to mines will result in a diminishing rate of yield. 
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CHArTEll IV. 

T?TE (illOWTir OK POPUf.A'J’lON. 

^ 1. Man is tlie cliiof means of the pnxlucoioii u£ that 
wealtli of whicli l)e is himself tlie ultimate ai^i; and it se(mis 
best to make at this stfige soim^ study of the growth of popu¬ 
lation in numbers, in strength and in character. 

Tn the animal and v(‘getable world the growth of num¬ 
bers is goveirned simply by the tendency of individuals to 
propagate their species on the omj hand, and on the other 
hand by the strug^gle for life which thins out vast numbers 
of tli(i young before tliey arrive; at maturity. In tlie human 
race alone the conflict of these two opposing foT’ces is com^ 
plicat(*d by the influ(*nce.s of forethought and self-control, of 
prude.nce and a sense of duty. 

Tlu; study of the growth of ])opulation is often s})oken of 
as though it were a modern one; but in a more or less vague 
form it, has occupied the attention of thoughtful men in all 
ages of the world. We may however confim; ourselves here to 
some account of its most famous stu(hmt, Malthus, wdiose 
Exsay on the /^rinci/de of FtyniliUiou is tlu; starting point of 
all modern speculations on the subjectb 

His re.'isoning consists of three parts which must be kept 
distinct. The fii’st relates to the supply of labour. 

, 1 n « ^ Malthus. 

i>y a cai’erul study of facts he proves that every 

people of whose history we have a trustworthy recoixl, has 

been so prolific that the growth of its numbers would have 

heen lapid and continuous if it had not been checked either 

’ I’ifst edition 170S; he published a inneli enlarged and improved edition 
HI iSU.n. Tlie history of the Doctrine of Population, and of its connection with 
nic practical needs of different nations at different times, is sketched in Pnn- 
IV. III. 1, 2. 
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by a scarcity of the necessaries of life, or some other cause, 
that is, by disease, by war, by infanticide, or lastly by volun¬ 
tary restraint. 

His second position relat(“s the demand for lalsun*. 
Like the hist it is supjjorted liy facts, but by a different set 
of facts. ‘ He shoAvs that up to the time at which he wrote 
no country (as distinguished from a city, sucli as Home or 
Venice,) had been able to obtain an abundant supjily of the 
necessaiies of life after its territory had Ixjcome v^ery thickly 
jieopled. The pnKluce which Nature r(;turns to t-luj work of 
man is her effective d(*mand for populatitm: and he shows, 
that up to this time a rapid increase in poptdation, when 
already thick, had not UhI to a proportionate increase' in this 
demand. 

Thiidly, he draws the (inclusion that what had been in 
^he past, was likely to be in the future; and that tin? growth 
of population would be checked by poverty or some othei' 
cause of suffering, unless it were checked by voluntary 
straint. H(} therefore urges people to use this restraint, and, 
while leatiing lives of moral purity, to abstain from v(ny (fai’ly 
marriages. 

The changes which the course of events has intnHiuced 
into the doctrine of jiopulation relate chiefly to the second and 
thiivl steps of his reasoning. We have already noticetl that the 
English economists of the earlier half of this century overrated 
the tendency of an increasing population to press upon- the 
means of sulisistence. It was indeed not their fault that ttI(^y 
could not foresee th(5 vast developments of steam transport by 
land and by sea, which have enabled Englishmen of the pi’esent 
generation to obtain the products of the richest lands of the 
earth at comparatively small cost. But the fact that Malthus 
did not foresee these changes makes the second and third steps 
of his argument antiquated in fonu ; though they are still 
in a great measure valid in substance. We may then proceed 
to state the doctrine of population in its nuKlern fenn. 



I’HK GUOWTH OK KOPUI.A'noN. 


105 


^ 2. The growth in numbers of a people ch^x'iuls firstly 

on the “natural increase,” that is, the exc<ws of Natural in- 

their births over their deaths; and secondly on crease and mi- 

gyration. 

migration. 

The nuinl)er of births depends chiefly on habits relating 
to marriage. The age of marriage varies Avitb tlie cliniatt^, 
being (earlier in warm climates than in cold; but in eveiy case 
the longer marriages are postponed lieyond the age that is 
natural to the climate, the smaller is the birth-i*at(i. (liven 
the climate, the average age of marriage depends 
(•hiefly on the ease with which young people can ing the age of 
establish themselves, and support a family accord- 
ing to the standanl of (‘omfort that, prevails among their 
friends and acquaintances; and therefon* it is diflerent in 
ditferent stations of life. 

In the middle classes a man’s income seldom reaches itjj 

maximum till he is forty or fifty years old; and „ . . 

, . Variation# m 

the expense of bi’inging up his children is heavy different 
and lasts for many years. The aitisan earns 
mjarly as much at twenty-one as he ever does, unless he lises 
to a n^sponsible post, but he does not earn much before he is 
twenty-one; his children are likely to be a considerable) e^x- 
jiense to him till about the age of fifteen; unless they are 
sent into a factory, where they may pay tlnur way at a very 
early age; and lastly the unskilled lalmurer earns nearly full 
wages at eighteen, while his children begin to pay their own 
expenses very early. In consequence, the avei'age age at 
marriage is highest among the middle classes: it is low 
among the artisans and lower still among the unskilletl 
labourers. 

Unskilled labourers, when not so poor as to .sulFor actual 
want and not restrained by any external cause, have seldom, 
if ever, shown a lower power of increase than that of doubling 
iu thirty years; that is, of multiplying a million-fold in six 
hundred years, a billion-fold in twelve hundred: and henc(^ it 
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might })e inferred a pinori tliat their increase has never gone 
on without restraint for any considerable time. This in¬ 
ference is coiifiiTned by the teaching of all history. Througli- 
out Europe during the Middle Ages, and in some pai-ts of 
it even up to the present tiuni, uiimarritHl labourers have 
usually slept in the farm-house or with their parents ; while; a 
Hindrances to iHarried pair have generally i*equired a houst; ft)r 

early marri- thcinselves; when a village has as many hands 
age in station- . , .1 i i* 1 • 

ary rural as it can well employ, the number ot houses is not 

districts. increased, and young jieople wait as best they can. 
There are many parts of Europe even now in which custom,, 
exercising almost the force of law, prevents more; than one son 
in each family from marrying; he is generally the eldest, but 
in some placcis the youngest: if miy other son marries, he 
must leave the village. When great material prosperity, and 
^.he absence of all extreme poverty are found in old-fashioned 
cornm's of the Old World, tin; explanation generally lies in 
some such custom as this with all its evils and hardships. 

§ 3. In this respect tlie position of the hired agricultural 
labourer has changed very much. I'he towns art; 

Influence of 1 • i 1 . 1 -i i i •i? 

peasant now always open to him and his children; and it 

properties. betakes him.self to the New World he is likely 

to succeed better than any oth(;r class of emigrants. But tin; 

gradual ri.se in the value of land and its growing scarcity are 

tending to check the increase of population in some districts 

in which the .system of pea.sant jn-operties prevails ; especially 

those in which there is not much enterprise for openi/ig out 

new trades or for emigration, and parents feel that the .social 

position of their children will depend on the amount of their 

land. 

On the other liand there seem to be no conditions more; 
favourable to the rapid growth of numbers than those of the 
agricultural districts of new countries. Tjand is to bo Inwl 
in abundance, railways and steamshijis carry away the produce 
of the land; and they bring back in (;xchange implements of 
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advanced types, and many of the comforts and J^iixuries of life. 
The “farmer,” as the peasant pro])ri(^tor is.called in Amerita, 
finds therefore that a lar^e family is not a burflen, but an 
assistance to him. He and they live; Imalthy oiit-of-door lives; 
there is nothing to check, but (everything to stimulate the 
growth of numbers. The natural inert^ase is aided l)y irniiii- 
gi'ation ; and thus, in spite of the fact that, some classes of tin; 
inhabitants of larg(} cities in Amori(;a a.re, it is said, reluctant 
to have many cbiklren, the population has iucj’eased sixteen¬ 
fold in the last hundnnl yc'ars. 

^ 4. The growth of j)opidation in England has a more 
clearly delined history than that in the United population in 
Kingdom, and we shall find smne interest in England, 
noticing its chi(:‘f movements. 

The restraints on tin's imu’ease of numbers during tlie 
Middle Ages were the same in Englantl as else- „ 

^ . . Restraints 

where. In England as «‘lsewhere the religious during Middle 

orders w'(‘i’(; a ixd'ugo to those for whom no estab- 
lishinent in mai'riagt^ (umld l.n^ pr’ovided ; and religious celibacy 
while uruloubtedly acting in s<jm(^ measure as an independent 
<;heck on the growtli of f)opulati<»n, is in the main to be 
regarded ratlu'r as a imd.luKl in wliich tlu^ broad natural 
foi*< ;(is tending to restrain population t^xpnvssed themselves, 
than as an addition to them. Infectious and contagious 
diseases, both (md('mi(j and epidemit;, were, caused by dirty 
haliits of life, which were even worse in England than in the 
South of Europe; and famim*s w(*re (uiiised by t he failures of 
good harvests, and the dilliculties of communictation, though 
this evil was less in England than elsewhei’e. Country life 
was, as elsewhere, rigid in its habits; young p(u>ple found it 
ditlicult to establish themseUes until some otlier married pair 
had passed from the scene and made a vacancy in their own 
parish ; for, though ai*tis.ans and tl(»mestic retainei’s mo\^ed 
about a good dcsal, migration was seldom thought of by an 
agricultural laliourer. 
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Tn flir latlc^r luilf of tlie .soveiitoeiitli ami the lirst half •»f 
Seventeenth (^ightoeiith century the ctuitral goveniinent 

and eighteenth exerted itself to hinder the adjustment of the 
centuries. siip})ly of population in different pai’ts t)f the 
coutitry (o the demand for it hy Settlement Laws, which 
imide any one chai’g(uil)le to a parish who had rtjsided t here 
forty days, hut ord<M‘ed that he might be sent home l)y force, 
at any tine; within that periiKl. Landlortls and farmers were 
so eager to prevent j>eople from getting a ‘^setthsment” in 
their parisli that they put great diftieiilthis in the way of 
building cottag(!s, and soimstinies e^■en raz(‘d theju to the 
giouiid. In cons(Hjuence the agricultural population of Kng- 
land was stationary during the hundred y<?ars ending with 
1760; while the manufactures were not yet suHiciently 
developed to absorb large numbers. This retardation in the 
growth of numbei’s was partly caused by, and partly a cause 
of, a rise ih thci standard of living ; a chiiff elenuMit of which 
was an increasetl use of wheat In the places of inferior grains 
as the f(K>d of the common ptsjple. 

From 1760 oiiwanls those who could not establish them- 
sidves at lionui found little difticulty in getting employment 
in the m^w manufacturing or mining districts, where the 
demand for worker often kept the local authontihs fix)m 
enforcing the removal clauses of the Settlement Act. To 
these districts young people resorted freely, and the birth- 
I’atc in them became exceptionally high; but so did the death- 
rate also; the net result being a fairly rapid growth of popu¬ 
lation. At the (;nd of the century, when Mai thus wrote his 
Kswiy, the P(K)r I^aw again began to influence the age of mar¬ 
riage, but this time in the direction of making it unduly early. 
The nine sufferings of the working classes aiused by a 

teenth cen- .series of famines and by the French War made 
some measure of relief necessary; and the need of 
large IkkIIcs of recruits for the army and navy w'as an ad¬ 
ditional inducenatjit to teirider-hearted people to be somewhat 
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lilxM-al ill l.licir allowances to a lar^^n* family, witU. tlm jiractical 
cllcct of inak'inj^ the fatlioi- «)f many children often able to 
procui'c Jiiore indulgences for liimself without working than 
lie (undd hav(^ got by hal'd work if lie luwl been unmarried or 
had only a small family. Those who availed themselves most 
of this bounty, were naturally the laziest and meanest of the 
people, tliose with least self-i'espect and enterprise. So al¬ 
though there was in the manufacturing towns a fearful 
mortality, particularly of infants, the quantity of the people 
increas(‘d fast; but its quality improvtid little, if at all, till 
the passing of the Mt^w Poor I^aw in 1834. Since that 
’ time tlie rapid growth of the town population has, as we shall 
se(^ in tlui next Oliapter, tended to increase mor'tality ; but 
this has been counteracted by the growth of temperance, of 
medical knowledge, of sanitation and of genei'al cleardiness. 
Kmigi'ation has increased, the age of marriage has l>een 
slightly T'aised, and a somewhat less proportion of the whole 
population are married; but, on the other hand, the ratio of 
biiilis t<>a marriage has risen; the net result bfung that popu¬ 
lation has grown nearly steadily. 

V) n. Early in last century, when wages were low and wheat 

NNas d(*a!', t-lu^ Avorking classes generally siient 

,1 1 f j , Modern causes 

more than Jialt their income on bread: and con- affecting mar- 

s(‘quently a rise in the price of wheat diminished 
marriagi^s very much among them: tliat is, it diininislu'd very 
much the numliei’ of marriages by banns. But it. raised tlie 
income of many members of the well-to-do classes, and there¬ 
fore often inemised the number of marriages by license. Since 
liowever these were but a small part of the wliole, the net 
effect was to lower the marriage-rate.. But as time went on, 
the price of wheat fell and wages n»se, till now the working 
classes spend on the average less than a quarter of their in- 
^ comes on bread; and in consequence the chief influence on 
the marriage-rate is exercised, not by the price of wheat, but 
by variations of commercial prosperity. 
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Since 187'.^ theugli the average real income of the popula¬ 
tion of England lias indeed been increasing, its rate of in¬ 
crease has betni less than in (he preceding years. Eut 
meanwhile there lias lieen a great fall of prices, and con- 
seiiuently a gi‘(vit fall in the money-inconu's of many classes 
of so(;iety; and peopht are governed in their calculations as 
to whether they can afl‘«»rd to many or not, more by the 
money income which (law expect to b<- able to get, than by 
elaborate caiciilalions of changes in its purchasing power. 
The standar'd of living therefore among the working classes 
has been rising rapidly, perhaps mon< r-apidly than at any 
other time in English history : th(“ir liousehold expenditure 
measured in money has i-(unained aliout stationary, and 
measured in goods has incr('as(‘d very fast\ 

^ Tho marriftj?o rate is new veckniied us tin* number nl jun’snns wJio are 
nmrrieil (not the nnnibor of niarriaifOs wliii’h talci; jilace) for r‘very thousand of 
tile pipulation. It was 17 (> in it fell to 11’2 in 1H.S(); ro.se to I6'5 in 

and in I5K.).) it was 1;V:». Oomnaring the liabits of different nations we 
find that in tlie 'reiitonie eountries of Central and Nortliern Europe, tlie age 
of marriage is kept late, jmrtly in eonseipienee of the early y«“ars of manhood 
Iwiiig spent in the anuy. In France, eonlrary to general ojiinion, early 
marriages on tlie iiarf of men are not rare; while on tlie jmrl of women tliey 
are more common flian in any eonntry for which wt* have statistics, except 
the Sclavonic, ironiitries. when^ they are iiinch the liighest. hi the United 
Kingdom and America there is no compulsory service, and men marry early. 
The marriage-rati’. tlie birth-rate and the death-rate are diminishing in 
almost every country. Hut tlie general mortality is higli where the birth-rate 
is Jiigli, For iiistarici*, I.M>th are high in Sclavonic I’ountries, and both are low 
in the Norlli ot Eurojie. The death-rates are low in Australasia, and the 
“miturcl” increase there is fairly high, though the birthrate is low' and 
falling fast. 
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THK HKAL'I’H AND STHENfiTIf OF THE POPULATTON. 

^ 1. Wv: liave lu^xt to consider tlio conditions on which 

depend liealth and strength, physical, iinnital and 
moral, ^fhey are the basis ot* industrial effici- industrial effi- 
ency, on which tlie })rodiiction of material wealth 
dc})ends; while on tlie (»ther liand the chief importance of 
material w(}alth lies in the fact that, wlum wisely used, it 
incr’oases the health and strength, physicral, mental and moi^iil 
of tlui human race. 

In many o<;eupations industrial efficiency recpiires little else 
lhan physical vigour ; that is, muscular strength, Physical 
a go(Kl constitution and energetic habits. In strength, 
estimating muscular, or ind(;ed any other kind of strength for 
industrial puiposes, wo must take account of tlui nivmbei* of 
lujurs ill the day, of the number of days in the year, and the 
numbiir of years in the lifetime, during which it can lie 
exert(‘d. But with this precaution we am measure a inan\s 
musculai* exertion by the number of feet through which his 
work would iai.se a j)ound weight, if it w'ere appli(‘d directly to 
this u.se; or in other words by tin* numbm* of “f(;ot pounds’' 
of work that he does'. 

' This measure can Iks applied directly to most kinds of navvies' and porter.s’ 
work, and indirectly to many kinda of agricultural work. In a controversy 
that was waged after tlio great agricultural lock-out as to the relative efficiency 
of unskilled labour in the South and North of England, the most trustwortliy 
measure was found in the number of tons of material that a man would load 
into a cart in a day. 
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Tn l)a<'kw;uYl countries, particularly where there is nf)t 
much use of horses (>r other draught animals, a great part of 
men’s and womcm’s work may be measured fairly well by the 
muscular exertion involved in it. But in England less than 
one-sixth of tin? industrial classes aio now engaged on work 
of this kind ; while the force exerted by steam-engines alone 
is more than tw’enty times as much as could be done by th(< 
muscles of all Englishmen. 

Altlumgh the power of sustaining great muscular exertion 

General seeiiis to rest on constit utional strength and other 

vigour. physical conditions, yet even it depends also on 
force of will, and sti'ength of character. Energy of this kind, 
which may perhaps be taken to be the strength of the man, as 
distinguished from that of his body, is moral ratluu’ than 
physical; but yet it dejwinds on the physical condition of 
nervous strength*. This strength of the man himself, this 
resolution, energy and self-mastery, or in short this “ vigour” 
is the source of all progress : it shows itself in great deeds, in 
gi’cat thoughts and in the capacity h»r true religious feeling. 

§ 2. Tn discussing the growth of numbers a little has 
been said incidentally of the causes which determine length 
of life: but they are in the main the same as those which 
thitermifie constitutional strength and vigour*, ami they will 
occupy <jur attention again in the present chapter*. 

The tii-st of these causes is the climate. A war’iii climate 
Influence of altogether hostile to high intellectual and 

climate. artistic work: but it prevents people frioin being 
able to eiidui*e very hard exertion of any kind continued for 
a long time. 

Climate has also a large share in determining the neces- 
The necessa- of life; the first of which is food. Fo(xl must 

riesoflife. supply tlie nitrogenous and other elements that 

1 This must be distinguished from neryousness, which, as a rule, indicates 
a general deflcieiicy of jiervoug strength; though sometimes it proceeds from 
nervous irritability or want of balance. 
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;uo I'cquired to buiJd up growing tissuos and to repair the 
waste of tlie body. It must also afford heat, some of which 
can be conv(}i*t(;d into muscular foi*oe; and for tliis purpose 
cai-bonaceous food, when it t^-in be properly digested, is the 
cheapcist'. Much also (h^pends on the proper pro'paration (»f 
food, and a skilhid housewife with Dm .shillings a week U) 
s})cnd oji food will often do 1001*0 foi* the health and strength 
of her family than an unskilhsl one with twenty. The great 
infant mortality among tin*, porn* is largely due to the want of 
care and judgment in pre])anng their food ; and tho.se who do 
not entirely succumb to this want of motherly care ofDm grow 
up with enfeebled constitutions. Even in London in the 
stwenteenth and eigliDienth cimturios the mortality was eight 
per cent, greater when corn was disar than when it was cheap; 
and though the increase of wealth and of charity and the 
cojustant supply of ch(;ap foreign corn has caused the worst 
ellects of li linger to cease, yet the want of fitting food is still* 
a freipient cause of that gimeral weakening of the system 
which renders it unable to resist disease. 

We have alr(?ady seen that the necessaries for efficiency 
\'ary with the nature of the work to be done, Imt we must 
now (fxamine this subject a little more closely. 

As regards muscular work in particular, there is a close 
connection between the supply tif food that a man has, and 
his available strength. If the work is intermittent, as that 
of some dock labourers, a cheap but nutritious grain diet is 
sufficient. Lut for very heavy continuous .strain, such as is 
involved in puddlers’ and the hardest navvies’ other material 
work, food is roijuired which can be digested and necessaries, 
assimilated even when the bixly is tired. This quality is still 
inure es.sential in the food of the higher grades of latiour 
wliieli involve iniTeased nervous strain, though the quantity 
required is generally small. 

’ Tlu! mtrogeiioiiH oltnnwnls an* moat easily got from animal fisnl. They 
exist also in vogetablo foods; but not in a form that is so easily digested. 

Al. ^ 
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After fo<Ki, Uk; nexfc necessaries of life and labout*, ard 
clothing, house-room and firing; when they are deficient, the 
mind becomes torpid, and ultimately tluj physical constitution 
is undermined. 

'1. Next conn; threti closely allied conditions of vigour, 
Hope, freedom namely, hopefulness, freedom, and change. All 
and change. histoiy is full of tlu; record <>f inefliciency caused 
in varying degrees by slavery, serfdom, and other forms t)f 
civil and political oppression and repression. Fi'cedom and 
hope increase not only man’s willingness but also his power 
for work ; physiologists tell us that a given exertion consumes 
less of the store of nervous energy if done under the stimulus 
of pleasure than of pain: and without hop(i there is Jio enter¬ 
prise. Security <d‘ person and propei*ty ai’c two conditions of 
this hopefulness and freedom ; but security always involves 
restmints on fj-eedoni, and it is one of tie? most diflicult prob¬ 
lems of civilimtion ti» dis(K)ver how to obtain the s(^curity, 
which is a condition of freedom, without too great a sacrifice 
nf freedom itself. 

Changes of work, of scene, and of persf)nal associations 
bring new thoughts, call attention to the impeifections of old 
nietluxls, stimulate a “divine discontent,” and in every way 
develop creative energ}^ A shifting of jdaces enables the 
num) powerful and original minds to find full scope for their 
energies and to Tise to important positions : whereas those who 
stay at home are often over much kept in their places. Few 
men arc prophets in their own land ; neigh bom’s apd ndations 
arc generally the last to pardon the faults and to recognize 
the merits of those who are less docile and more enterprising 
than those around them. It is doubtless chiefly for this reason 
that in almost every part of England a disproportionately’ 
large share of the best energy and enterprise is to be found 
among those who were born elsewhere. 

Freedom s<j far has been regarded as freedom from ex¬ 
ternal l>onds. Hut that higher freedom, which comes of self- 
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mastery, is an even more important condition tlio liighest 
work. Tlie (^l^?vation of the ideals of life on which this de¬ 
pends, is due on the one'side to political and economic causes, 
and (Ml llie other to personal and religions influences ; among 
which tlie influence of tlie mother in early childhood Is 
suprcmn^ 

^ I. Ihulily and mental h(‘alth and strengfh are much 
influenced liy occupatumAt the heginning of influence of 
this century the cimditions of fact<M-y work were occupation, 
needlessly unhealthy and oppi-essive for all, and especially for 
young children. Rut Factory and Education Acts have re- 
iMctved the worst of fhose evils friMri factories; though many 
of them still linger about domestic industries and the smaller 
workshops. Infant mortality al.so is diminishing, though there 
I'cinains much room for ifnpi-oveinent in this direction. 

Tlur higher wages, the greatm* intelligence, and th (5 better 
medical facilities of townspeople should cause infant mortality 
t(r be much lowin’ among tliem than in the country. But it 
is gtnierally higlim’, especially whei'c tlien^ are many mothei’S 
who neglect their family duties in order to (rarn money 
wages. 

In almost all countriiis there is a constant migration 

towarrls the towns. The large towns and espe- 
•1IT ^1 11 Town life. 

ciaJly UmdcMi absorb tlu^ very best bl(K)d from 

all the rest of England; the most entei-prising, the most 
^dghly gifted, those with the highestand the strongest 
(kai’acters gi^ there to find scop(‘. for their abilities. But by 
tlie fhne their (diildreii and children’s children have grown up 

^ Tlu) rule of mortality i.s low aiuoiig miiu.ster8 of reliffiou and Hchool- 
luasters; among the agricultural clauses, and in some other industries such as 
tliose of wheelwrights, shipwrights and coal-miuers. It is high in lead and tin 
iiiinuig, in file-making and earthenware manufacture. But neithei these nor 
any other regular trade show as liigh a rate of mortality as is found among 
London general labourers and costermongers; while the highest of all is that 
of servants in ions. Such occupatioiiH are not directly injurious to health, 
hut they attract those wh<» are weak in physique and in character and they 
eiioourage irregular habits. 
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without h{'alh*iy and without frosh air, tliniv, is little 

trace left of their original vigour'. 

There is perhaps no better use of j)ul)Uc and private 
money than in providing j>u))lic parks and j)la.ygi’ounds in 
large cities, in contracting with railways to increase the 
Jiumber of the workmen’s trains run hy them, and in helping 
those of the working classes who ai'e willing to leave the 
large towns to do st), and to take their industries with them; 
while money spent on reducing the cost of livijig in large 
towns by building workmen's housc^s at a loss or in other 
ways, is likely to do almost as much harm as good, and some¬ 
times even more. Tf the numb(u*s of the woi’king classes in 
the large towns are reduced to those whose work must be 
carried on then*, the scarcity of theii* labour will enable them 
to command high wages ; and thend’ore if sanitary laws and 
rules against overcrowding are rigidly enforc(;d, and space 
enough is secured to provide oppoiiunities of healthy play 
for their' children, tliose who live in large towns will have a 
better chance of leaving a lujalthy jrrogcmy behind them; ami 
meanwhile some check will be given to tlu? migivition from 
the country to the towns, 

§ y. In the earliijr stagccs of civilization natui'al selection 
and competition mad<i it the rule that thos(^, wdio were strongest 
and most vigorous, left the larg( 5 st progeny Irehind them. It 
is to this cause, more than any other, that the progrcjss of the 

1 This is sera even in trades that require l»ut litth* nmseuhir strength; 
only a very small proportion of those artisans to whom I^ondon owes its prct- 
eminemte as a centre of higlily shilled work come from parents who were born 
there; and there are searccly any whose grandi)arent8 were born there. 

The death-rate of large towns gives no just indication of their effect on the 
health and vigour of the people; chiefly because many of the town influences 
which lower vigour do not appreciably affect mortality. Other reasons are 
that tlio immigrants into towns are generally picked lives and in the full 
streugtli of youth; and tliat young jMJople whose parents live in tlie counUy 
generally go home to die. The mortality of females in London between the 
ages of fifteen and thirty-five is for this reason abnormally low. 
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liumaii hs of ;ill other foniis of life, is di^; and though 

ill the. latei' stages of civilization the upper 

classes have coinnionly married late, and in con- dencyto weed 

sc^oueiice hav(i had fewcu- children than the 

* _ and cause the 

woi'king classes, this has been compensated strong to sur- 
for by tli(^ fact tihat among tln^ working claitses 
tliemselves the old rule has held ; and the vigour of the 
nation that is tending to be damjied out among the upper 
classes is t.hus rephmished by Mic! fresh stream of strength 
that is constantly welling up from below. But in h'rance for 
a long time, rt'cently in America, and to a less extent in 
thigland, there has been some tendency for tin* abler and 
inorc^ intelligent part of the. working cla.ss population to 
avoid having large families : and this is a source of gi’eat 
dangm-. 

Tluu’e. are increasing reasons for fearing, that, though tiie 
nrogi'ciss of medical science and sanitation is . . 

saving from death /I continually increasing number teracted by 
of the chihinm of thos(^ who are feeble physically 
and mentally: y(‘t meanwhile those who are strong, aiv temding 
to defer* their marriages and in other ways to limit the number 
of cliildren whom tluw leave behind them. The causes ai*(‘ pai*tly 
sidtisli and ])aii ly unseltish; and the former pi*obably do less 
harm than the latter; for p(u*liaps it is best for tlie world that 
hard and frivolous people should leave but few tiesceiidants 
of th(‘ir own type. But some people marry hit(\ and have 
few cliildren, in consequence of a desire to si'cure as good a 
social position fis possible for theinselve.s and their* childrim. 
This desire contains many elements that fall shtu’t of tire 
highest ideals of human aims, and in some castes, a few that 
are distinctly base; hut after all it has been one of the chief 
factors of progress, and those who are affected by it include 
many of the best arrd strongest of the race. Such persons, 
having a high sense of duty, are specially likely to be in¬ 
fluenced by the dooti’iju? that large familicis are injurious to 
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the world and‘'«ha.t. tJiev <"in do for a. small lha,n for a. 

large family. 

There are other considerations of which account ought to 
Practical con- be taken; but so far as the points discusst‘d in 
elusion. ^ chapter are concerned, it s(^ems 'f/rlmd facA.e 

julvisabl» that people slioulc^ not bring children into the world, 
till they can seti their way to giving them at least- as good an 
education both physical and mental as they themselves hafl; 
and that it is best to marry nnwierately early provided there 
is sufficient self-control to keep the family within the requisite 
lx)unds without transgressirjg moral laws. The general adop¬ 
tion of these principles of action, combined with an adecpiate 
provision of fresh air and of healthy play for our town 
populations, could hardly fail to cause the strength and vigour 
of tlie race to improve. v\nd we shall presently find reasons 
fo;* believing that if the streYigth and vigour of the race 
improves, the increase of numbers will not for a long time 
to come cause a diminution of the average real income of the 
people. 

Thus then the progress of knowledge, and in particular 
The forces of of medical science, the over-gn)wing activity and 
good and evil, Qf Government in all mattei»s relating to 

health, and the increase of material wealth, all tend to lessem 
mortality and to increase health and strength, and to lengtlum 
life. On the other hand, vitality is lowered and tlie death- 
rate raised by the rapid increase of town life, and by the 
tendency of the higher strains of the population to marry 
later and to liave fewer children than the lower. If the 
fijrmer set of causes were alone in action, but so regulated as 
to avoid the danger of over-population, it is probable that 
man would quickly rise to a physical and mental excellence 
far superior to any that the world has yet known; while if 
the latter set acted unchecked, ho would speedily degenerate. 
As it is, the two sets hold one another very nearly in balance, 
the former slightly preponderating. While the population 
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of England cf)ntinues to increase, those who are ^ut of liealtli 
ill body or mind are certainly not an increasing part of the 
whole; and the rest are much better fed and clothed, and 
with a few exceptions are stronger than they were. 

It is sometimes urged that the death-rate in some large 
towns, and especially in London, is not as high as might have 
Imjcii anticipated if town life is ideally injurious to health and 
vigour. But this argument seems untrustworthy, partly 
because many of the town influences which lower vigour, do 
not much affect mortality; and partly because the majority of 
immigrants into the towns are in the full strength of youth, 
and of more than average energy and courage; while young 
people whose parents live in the country generally go homo 
when they become seriously ill. 

it is not to be concluded from this tliat the race is degene¬ 
rating physically, nor even that its nervous strength is on thj 
whole decaying. On the contrary the opposite is plainly true 
of those boys and girls who are able to enter freely into 
modern outdoor amusements, who frequently spend holidays 
in the country and whose food, clothing and medical care are 
abundant, and governed by the best modern knowledge. But 
until quite recently the children of the working classes in 
large towns have had a bad time: and it is doubtful whether 
the recent diminution of their hours of labour, the advances 
of sanitation and medical science, improvement of their foixl 
and clothing, of their education and even in some cases their 
playgrounds quite make up for the evils inherent in town life‘. 

1 Manchester and otlier very largo towns are not now growing as fast as 
tliey wc’e doing earlier in this century. Not only are the centres of such 
towns more and more taken up by warehouses and other buildings whicli are 
occupied iu the day time by people who live in the suburbs; but further, 
the medium sized towns and spreading industrial districts are growing fast 
l)urtly at the expense of very large towns. This change seems likely to be 
hastened by the growing cheapness and efiSciency of the olectripal transmi^ion 
of force. 
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CHAP'ri^R VI. 

INJ)USTIUAL TltAINfNG. 


1. HAViN(r discussed the cfius(‘s winch "ovcrri the 
growth of a iiujiierous and vigorous population, we have next 
to consider the training tliat is required to develop its in¬ 
dustrial efficiency. 

Very backward races are unable to keep on at any kind 

. M. .. work for a long time : and even the simplest 

Unskilled la- n j r 

hour a relative form of wliat we regard as unskilled work is 
skilled work relatively to them ; for they have 
not the requisite assiduity, and they can acquire it only by a 
long course of training. But wh(;re education is universal, 
an occu])atiun may fairly be classed as unskilled, though it 
requires a knowledge; of nwidiiig and writing. Again, in 
districts in which maiiufacturejs have long ijeen domiciled, a 
hal>it of responsibility, of <;ar(;fulness anel promptitude in 
handling expensive machineiy and materials beconu;s the 
coiimifm property of all; and then much of the work' of tending 
machinery is said to lx; entirely mechanical and unskilled, 
and to call forth no human faculty that is worthy of esteem. 
But in fact it is probable that not one-tenth of the present 
•populations of the world have the mental and moral faculties, 
the intelligence, and the self-control that are required for it: 
perhaps not one half could be made to do the work well 
l)y steady training for two generati<jns. Even of a manu¬ 
facturing population only a small part arc capable of doing 
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iiuniy of tlie tasl<.s that apixiav at first sight t<f J:>h entirely 
iiKHiofconuiis. Madiiiie-wt^aving, for instance, simple as it 
s(?e)iis, is into higher and lower grades; and most of 

those wlio work in the lower grades have not “the stuff in 
tlurm” that is i*eqiiired for weaving with several colours. 
And the difl»u-en(‘<‘.s are <^ven greater in mdustries that deal 
with hard materials, wochI, metals, or ceramics. 

Some kinds of manual work re(juin> long-continued prac¬ 
tices in on<' set of operatirms, hut these eases are not very 
coimnon, and they ai‘<' becoming rarer: for machinery is con¬ 
stantly taking over \v<n‘k that i-equires manual skill of this 
kind. It is iiuleed true that a general command over the 
use of (Mie’s fingers is a very impoitant element of industrial 
f‘tii<*i(uicy; hut this is the result chiefly of nervous strength, 
and self-mastery. It is of coui’se dc^veloped hy training, but 
file gi'eatei' ])ai’t of this may Ije of a genei-al character ai.^ 
not special t(> the particular occupation; just as a good 
,cri(jketer soon leanis to play temiis well, so a skilled artisan 
can often move into other trades without any great and 
lasting loss of (^fliciency. 

Manual skill that is so specializ(‘d, as to l)e wholly in- 
cajjahle of h(ung transferi’ed from one occupation to another, 
is iK^coming steadily less and less important. Putting aside 
f<u' the present the faculties of artistic perception and artistic 
cH'ation, w(i may say that what makes one occupation higher 
than another, wliat mak(^s tlie workers of one town or 
(V)untry mon^ etlioient than those of another, is chiefly a 
su])enority in general sagacity and energy which is not 
sj)ecializetl to any one tnide. 

To be able to bear in mind many things at a time, to 
have everything ready when wanted, to act pi’omptly and 
show r(;source when anything goes wrong, to accommodate 
oneself quickly to changes in details of the work done, to be 
steady and trustworthy, to have always a reserve of force 
which will cojue out in emei-gency, these are the (jualities 
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which makc'ii great, industrial pe(»ple. They are not peculiar 
to any occupation, but are wanted in all; and if they cannot 
always be easily tiun.sferred from one ti-ade t<> otluM* kindred 
trades, the chief reason is that they require to be supple¬ 
mented by some knowledge of materials and familiarity with 
special processes. 

We may then use tlu^ term yemral (Mity to denote 
General and faculties and that general knowledge aiirl 

Specialized intelligence which are in varying degrec^s the 
ability. common property of all the higher grades of 

industry: while that manual dexterity and that acquaintance 
with paHicular materials and pi-ocesses which are required for 
the special purposes of individual trades may be classed as 
Hpeckihlzed ability. 

§ 2. (xeneral ability depends largely on the surroundings 
1 Influence of childhood and youth. In this the fii-st and far- 
the home. the mo.st powerful influence is that of the mother. 
Next comes the influence of the father, of other children, aiid| 
in some cases of servants. As years pass on the cliild of the 
working man learns a great deal from what he set^s and heai*s 
going on around him; and when we enquire into the ad¬ 
vantages for starting in life which children of the well-to-do 
classes have <jver those of artisans, and whi(?h these in their 
turn have over the children of unskilled labourers, we shall 
have to consider the.se influences of home more in detail. 
But at present we may pass to consider the moi-e general in¬ 
fluences of schixil education. 

Little need be said of general education; though the in¬ 
fluence even of that on industrial efficiency is 
greater than it appears. It is true that tlie 
children of the working classes must very often leave school, 
when they have but learnt the elements of reading, writing, 
arithmetic and drawing; and it is sometimes argued that part 
of the little time .spent on the.se subjects would be Ixitter 
given to piactical work. Hut the advance made during 
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iiiir is iiii])ort}int imt so thuoIi on its own^jiooount, as 
for tin', power of future arlvauco which a school c<lu(ration 
;^nvcs. Heading' and writing afford the moans of that wider 
intcicoiii’se which leads to breadth and (dastieity of mind, 
and which is enabling the workiiig man of to-day to be as 
capable a (dtizfm as was the CiUintry gentleman of last 
(HMitiiry 

^ 'I'echnical edueation used to mean little moi-o than 
imparting that majuial dexterity and (hat ele Technical 
mentary knowl(>dg(i of machinery and ])rocesses, education, 
which an int(dlig('.nt lad (juickly picks up for himself when his 
\\’ork has begun; though if he has h^anit it beforehand, he can 
])eihaps ea rn a few shillings more at starting than if he had been 
quite^ ignoi’ant. But such so-called education does not develop 
faculties; it ratlun* binders them from being devedoped. A lad, 
who has picked u}) tlu*. kmnvledge for himself, has* ('ducated 
liiniself by s»> doing; and he is likely to make better progress 
in the futun' than, one who has becui taught in a school of this 
md-fashioned kind. Technical education is liowev<u’ outgrowing 
its mistakes; and is aiming, firstly, at giving a general com- 
iiiHiid over the use of eyes and fingers - (though there are signs 
that this work is bedng taken over by general education, to 

^ It is tnif loaniiiig to spell floes not educate the faculties to any eou- 
■♦ideralile extent, and that the time spent on it is nearly wasted. If spelling 
uul pronunciation could he brought into harmony in the Englisli language, as 
t ley are in most other languages, children would, it has been eslimatwl, he 
iiile to rtittd lluently n year tsarlier than they can now. 

“ According to the l>est English opinions, technical education for tlie 
uglier ranks of industry should keep the aim of developing the faculties 
mnost as constantly before it as general education does. It should rest on 
le sanie basis as a thorough general education, but sliould go on to Mork out 
II (etail special branches of knowledge for the benefit of particular trades, 
nr aim should he to add the scientific training in which the countries of Western 
"mrope are ahead of ns to tliat daring and restless energy ami tliose prai’tieal 
ns mets, whifdi seldom fiourish unless the best years of youth are spent iii 
le woikshop; recollecting always that whatever a youth learns for himself 
i.y I irect ox])erienco in well-conducted works, teacdies him more and stimulates 
us mental activity more than if it w<‘re taught liim by a master in a ti-elinieol 
cliool with moflel instniinents. 
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whicli it pi‘t)perly belongs); and secondly at imparting artistic 
skill and knowledge, and methods of investigation, which are 
useful in particular occupations, but are seldom properly 
acquired in the ooui’se of practical work. Every jidvance in 
the accuracy and versatility of automatic machinery narrows 
the range of manual work in which command over hand and 
eye is at a high premium. 

According to the best English opinions, technical education 
for the higher ranks of industry should keep the 
ofEngUsh idm of developing the faculties almost as con- 
education stantly before it as general education does. It 
should rest on the same basis as a thorough 
general education, but should go on to work out in detail 
special branches of knowledge for the Ixmefit of particular 
trades. Our aim should be to add the scientific training in 
which the countries of Western Europe are ahead of us to 
that daring and restless energy and those practical instincts, 
which seldom flourish unless the best years of youth are spei)^ 
in the workshop. A substitute is however needed for the old 
apprenticeship system, which is not generally adapbnl to 
modern conditions, and has fallen into disuse. 

^ 4. It is ti’ue that th(‘r(5 are many kinds of work whicli 
can be done as (jfliciently by an uneducated as by an educated 

Indirect bene- higher branches of edu- 

fits of a good cation are of little direct use exc(?pl, to employers 
and foremen and a comparatively small number 
of artisans, liut a goisl education confers great indirect bene¬ 
fits even on the ordinary workman. It stimulates his mental 
activity; it fosters in him a habit of wise inquisitiveness; it 
makes him more intelligent, monj ready, more trustworthy in 
his ordinary work; it raises the tone of his life in working 
hours and out of working hours; it is thus an important 
means towards the pnxluction of material wealth ; at the same 
time that, regarded as an end in itself, it is inferior to none of 
those which the production of material wealth can be made to 
subserve. 
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Wp, rrnist however look in another direction /or a part-, 
perhaps the greater part, of the immediate economic gain 
wliich the nation may derive from an improvement in tlu', 
g(Mieral Jind technical education of the mass of the pe,oi)h\ 
We must look not so much at those who stay in the rank and 
lile of tlie working classes, as at those who rise from a humhh^ 
])irth to join tlu^ higlKU’ ranks f»f skilled artisans, to hecome 
hu’cinen or employer's, to advance the houndaries of science', or 
pc.issihly to add to the national wealth in ar't and litm-ature. 

llnr laws which govern the bii*th of genius ar<^ inscrutahli'. 
It is pi'obablrr that the percentage of childnai of 
tlhr working classes, who are (mdowed with natural much^natural 
ahilit.ies of th(i higlurst onhrr, is not so great as runs lo 

. ” . waste. 

that of the chiklren of people, who have attained 
or have inherited a higlrer position in society. But since the, 
manual labour classes are four or tiver times as numerous as all 
other classes put together, it is not unlikely that more than 
half (Ik* b(*st natui'al genius that is born into the country 
belongs i,o them ; and of this a gre,iit part is fi-uitless for want 
of opportunity. There is no extravagance more prejudicial to 
thrr gr’owdi of national wealth than that wrusteful negligence 
which allows genius that happens to be born of lowly parent¬ 
age to expend itself in lowly work. No change would cronduce 
so much to a rapid increase of material wcralth as an impi’ove- 
numt in our schools, and especially those of the middle grades; 
}>r'ovided it is combined with an extensive^ system of scholar- 
slrips, which will enable the clever son of a working man to 
I'ise gradually fi-oin school to school till he had th(r b(‘st theo¬ 
retical and practical education which the ag (5 can give'. 

5. Most jrarents are willing enough to do for their 
eltiklren what their own parents did for them ; and prrrhaps 
ev(‘ii to go a little beyond it, if they find themselves among 

^ Tim influence exerted on national prosixrrity by education of all kinds 
general, tetdiiiical and artistic, is now attracting increased attention, and 
England is setting herself to ])i'ofit by tlio experiences «>f other countries in 
this matter. 
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neighbours'"who happen to have a rather higher standard. 

But to do more than this requires, in addition 

parents for the moral qualities of unselfishness and a 

education of warmth of affection tliat are perhaps not rare, a 
their children. .... „ ., i.iT ^ 

certain habit or mind which is as yet not very 

common. It reijuires the haViit of distiiurtly realizing the 

future, and of regaixling a distant event as of nearly the same 

importance as if it were close at hand, -a habit which is at 

once a chiiff product and a cliief cause of civilization, and is 

seldom fully developed except among the middle and upptu' 

classes of the more cultivated nations. 

Mill was so much impressed by the difficulti(*s that beset, a 
Industrial parent ill the attempt to bnng uji Ids son to an 
grades. Occupation widely different in charaeter from his 
own, that he said“So complete, indeed, has hitherto been 
tlie separation, so strongly marked the line of demarcation, 
between the different grades of labourers, as to lie almost, 
equivalent to an hereditary distinction of caste ; f^■lcll emplojfc- 
ment being chiefly recruited from the children of those already 
employed in it, or in emjdoymonts of the same rank with it 
in social estimation, or from the children of persons who, if 
originally of a lower rank, have succeeded in raising them¬ 
selves by their exertions. The liberal professions are mostly 
supplied by the sons of either the profe.ssional or the idle 
classes : the more highly skilled manual employments ari^ filled 
up from the sons of skilled artisans or the class of tradesmen 
who rank with tlnun : the lower chisses of skilhxl employn^ents 
are in a similar casi*; and unskilled labourers, with occasional 
exceptions, remain from fatlier to son in their pristine con¬ 
dition. Consequently the wages of each class have hitherto 
been regulated by the increase of its own population, rather 
than that of the general population of the country.” 

But he gcKis on, “The changes, however, now so rapidly 
taking placi; in usages and ideas ai’e undermining all these 

1 Bwk II. eh. XIV. § *2. 



!NI)USTH[AI, TRA4N1N(J. 


127 


distinctions;” find, since he wrote, the broad lin^s of division 
which he pointful out have been almost ol)liteniU;d 
1)V tlie rapid action of tliose causes whicli, as we tween grades 
saw efirlier in the chapter, are reducing th(‘. are fading 
amount of skill and ability requirwl in some occu 
pations and increasing it in others. We cannot any longer 
i’(^gfii*d different occupations as distributed jiiiiong four great 
planes; but w(*, may perhaps think of them as resembling a 
long flight of steps of luiequal brejwith, some of them being so 
In’ofid fis to a<^t as binding stages. Or even bett(M’ st,ill we 
mighf. pi<*t.ui'e to ourselves two flights of stairs, one r(^}»resent' 
ing the “hard-handed industries” and the other “the soft- 
handc^d industriesbecause the vertical division between 
these two is in fa(!t as broftd find as clcfirly marked as the 
hoi'izontal division Ifetwecm any two gra<les. 

Hut though })arents generally bring uj> their (^liildi’im lo 
occupations in their own grade, and therefore the. provisional 
total supply of kibour in any grade in one gene- conclusion, 
j'atioii is in a great measure determined by the numliers in 
tlifit grfide in the preceding genenition, y<‘t within the grfide 
itself theni is greater mobility. If the advantagcis of any one 
occupfition in it vise above the average, there is a quick influx 
of youth from oth(u* occupations into the grade. Tlii^ vertical 
niovfiment from one grade to another is seldom \ ery rapid or 
on a veiy hirge scfile; but, when the advantages of a grade 
liave risen relatively to the dilHculty of the work recjuired of 
it, nijiny small stre^ims t)f labour, both youthful find fidult, 
will begin to flow towards it; and tlunigli none of them m;iy 
he v<‘ry largf?, they will together have a suflicitmt volume t<> 
satisfy before long the increased demand for hibour in that 
grade. 

We must defer to fi later stage fi fuller discussion of the 
ol)stacleH which the conditions of any phice find time oppose 
to the free mobility of labour, and filso of the inducements 
wliicli they offer to anyone to change his occupfition or to 
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bring up hi^ son to an occupation different from his own. 
But we have seen enough to conclude that, otlier things being 
equal, an increase in tlie eaniings that are to be got by labour 
increases its rate of growth; or, in other words, a rise in its 
demand price increases the supply of it. If the state of kiiow- 
hdge, and of social and domestic lialjits be giv(m, tlien the 
vigour of the population, and both the numbers and vigour 
of any trade in particular, may be said to have a .sii])ply prices 
in this sense, that there is a certain level of the demand price 
which will keep them stationary ; (hat a liigher pilce would 
cause them to increase, and that a lower price would cause 
them to decrease. The same piopositiori holds true as to thri 
numbers of population as a whole in nearly all countries. 
But the influence of €?conomic caus(‘s on the growth of num¬ 
bers is very uncertain in its action esjH^cially where, as in 
France, all but tln^ vcuy poorest classes lay great store on the 
inheritance of family property. 

During these three chapters >ve have discussed tlie supply 
of labour mainly as a means towards the production of ma¬ 
terial wealth. But here, as in every othei* economic inquiry, 
we must bear in mind that the only aim of that pi*oduction 
is the development of the people in numlMU’s, in health, in 
strength, in happiness and alxjve all in character. 
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CHAPTER VJI. 

TMK CIlOWTIf OK \VKAi;rM. 

1. Tiik foi’nis of wcnltli wcro probably iinpIfN 

iiHMits for ljuuting and risliing, and pei'sonal orna- Early forms of 
ifinnts ; and, in cold countries, clothing and huts, wealth. 

As niiinbers tliickened and tlie people settled down to ag?’i 
cultui'c, cultivated land took the first place! in the. inventory 
of wealth ; and that part of the value of the land which was 
due to iuiprovements (among which w(?lls held a conspicuous 
})lace) becalm? the chief element of cajutal, in tin? narrower 
sense of the term. N^ext in importam-e came houH(?s, domesti- 
(!ated animals, and in some places lioats and ships; but the 
implements of production whether for use in agriculture or 
in domestic manufactures remained for a long tiim? of little 
\alue. During all this time the only trade? that used very 
expensive implements was the tnide of carrying goods by 
water: tin? weavers’ looms, the husbandman's ploughs and tin? 
blacksmith’s anvils were of simple construction and were of 
little account beside the merchant’s ship.s. But in the eight¬ 
eenth centiny England inaugurated tin? ei*ji of e.xpensive 
imph?uient.s. 

The implements of the English farmer had been rising 
slowly in value for a long time ; but the progress Modem forms 
was quickened in the eighteenth century. After of wealth, 
a while the use fii*st of water power and then of steam power 
caused the rapid substitution of expensive inachineTy for in- 
‘‘xpcMsive hand tools in one department of production after 
another. As in eiirlier times the most expensive implements 
were ships and, in some ca.sos, canals for navigation and irri- 

M. 9 
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gation; so now they are the means of locomotion in general— 
railways and tramways, canals, dt>cks and ships, telegraph and 
telephone systems and water-works; even gas-works might 
almost come under this head, on the ground that a great part 
of their plant is devoted to distributing the gas. After tliese 
come mines and iron and chemical works, ship-building yards, 
printing-presses, and other large factories full of expcmsive 
machinery. And, on wlnchever side? we look, we find that the 
progress and diffusion of knowledge are constantly leading to 
the adoption of new proces.ses and new macliinery, whieh 
economize human ellbrt on condition tliat some of the effort, is 
spent a good while before the attainment of the ultimate ends 
to which it is directed. 

As civilization pn»gresses, man develops new wants, and 
new and more expcaisivi* ways of gratifying tln^m. There 
‘■s(;ems to be no good reason tor believing that we are anywhere, 
near a stationary state in which th(;r(; will be no new im¬ 
portant wants to ])e satisfied ; In which there will l)e no mor(^ 
room for profitably investing pi’osent effort in pioviding for 
the future; and in which the accuinulation of wealth will 
cease to have any reward. The whole history of man shows 
that his wants <‘xpand witli the growth of his wealth and 
knowledges And with the growth of openings for the in¬ 
vestment of capital there is a constant increase in that surplus 
of production over the necessarifjs of life, which gives the 
power to save. 

g 2. The habit of distinctly realizing the future and 
providing f<»r it has devidoped itself slowly and 
ofthe habit of fitfully in th(; <H)urse of man’s history. Travel¬ 
providing for tell us of tribes who might double their 

the future. . ... ■ • 

resourc(}.s and cnjoyiuents without increasing their 
total labour, if they would only apply a little in advance the 
means that lie within their power and their knowledge; as, 
for instance, by fencing in their little plots of vi^getables 
against the inti’usion of wild animals. 
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Hut pven this apathy i« perhaps less s(i*an^t* than t-lie 
wasteful ness that is found now anion;jf some c*lass(‘s in our 
own country, (lases are not rare of men who altcu'natc^ )»^- 
tween earjiing two or three pounds a week and being rcdiiwHl 
to tlie verge of starvation : the utility of a sliillijjg to them 
wh(!ii they are in employment is less than that of a penny 
when they are out of it, and yet they never attempt to make 
j)i-ovision for the time of need. At tlie opposite extreme 
there are misers, in some of whom the passujn for saving 
borders on insanity ; wliile, even among peasant pr-oprietors 
an^l some other classes, we nuM^t not unfre(|U(’!ntly with people 
who caF'ry thrift so fai‘ as to stini/ tlnunselves of nec(^ssaries, 
and to impair their jjower of futuni work. Tims they loses 
every way: tliey never l•^‘ally enjoy life; while, the inconu! 
which their stored-up wealth brings them is less tlian they 
would have got fi’om th(5 increase of their eai*niug pow(U’, if 
they had invested in themselves tlje 'wealth that they have 
accumulated in a material form. 

In India, and to a less extent in IVeland, we lind peojh^ 
who do indeed al)stain from immediate enjoyment and save 
up considerable sums with gn^ii self-sacrifice, but spend all 
their savings in lavish festivities at funerals and niarri.ages. 
They make intermittent provision for the near futinn, but 
scarcely any permanent provdsion for the distant future: the 
great engineering works ])y which their pnMluctivcF resources 
have been so much increased, have Ix^en made chielly with the 
capital of the much less self-denying race of Englishmen. 

Thus tlie causes w’hich control the accumulation of wealth 
(liilej' widely in ditferent countries and ditlerent ag(<s. They 
ar(‘ not Fiuite the same among any two ra<ea, and j)eihaps not 
p.ven among any two social classes in the same race. They 
lepend much on social and religious sanctions; and it is 
fcmiarkablo how, when the bifiding foi*c(? of custom has been 
in any degree loosened, differences of personal cliai’acter will 
muse neighlx)urs brought up under like conditions t.o differ 
from one another morv wkhdy and more frequently in their 

, 9—2 
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habits’ of extravagance or thrift than in alingst any other 
respect. 

g 3. The thriftleasness of early times was in a great mea- 
sure due to the want of security that those who 

Security as a ^ ^ 

condition of made pi’ovision for the future would enjoy it: 
saving. those, who were already wealthy, were strong 

enough to liold what they had saved ; tlie laborious and self- 
denying peasant who had heaped up a little store of wealth 
ntiiy to see it taken f?‘om him by a stronger hand, was a 
constant warning to his neighbours to enjoy tlnni' pleasure 
and their I’est when they (‘ould. The Vxirdei* country belAveen 
England and Scotland made little progress so long as it was 
liable to incessant forays; thcire was very little^ saving by tli(‘ 
French peasants in the eighteenth century when tliey could 
escape the plunder of the tax-gatherer only by appearing to 1)(‘ 

‘ poor, or by Irish cottiers, who, on many estates, not very many 
years ago, were compelled to follow the same course in order 
to avoid the landlords’ claim.s of exorbitant rents. 

Insecurity of this kind has nearly passed away from the 
civilized world. But we are still suffering in England fr’orn 
the effects of the Pcxrr-law which ruled at the beginning of 
last century, and which inti'oduced a new form of insecurity 
for the working classes. For Jt arranged that part of tlieir 
wag(<s should, in effect, be given in the form of p<K)r relief; 
and that this should be distributed among them in inverse 
proportif)n to their industry and thrift and forethought, so 
that many thouglit it foolish to make provision for the future. 
'Plu; tniditions and instincts, which were fostered by that ('.vil 
(experience, are even now a greiit hindrance to tlie progress of 
the working classes ; and the principle which nominally at 
least underlies the pnesent Poor-law, that the State should 
take account only of destitution and not at all of merit, acts 
in the same direction though with less force. 

Insecurity of tliis kind also is being diiniiiislied: thf« 
growth of eidightened views as to the duties of the Stat(j and 
of private pei*sons towards the p(M>r, is tending to make it 
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every day more true that those who have lielped jlL(^ins(*l\cs, 
and endeavoured to provide for their own future, will he eart'd 
for by society better than the idle and the thouijhtlt'ss. But 
tlie progress in this direction remains slow, and tlie]-(*, is imnh 
to be done yet. 

Again, modern methods of business liavt; Inxuight with 
them opportunities for the safe investment (»f <*ajjita] in sueli 
ways as tt) yield a revenue to persons who have no good 
oppoi'tunity of engaging in any busim^ss, - not <*ven in that 
of agricultui’e, where the land will uixler some <*onditions act 
as a trustworthy savings-bank. These jiew opportunities havr> 
iu’dueed some people who would'not otherwise lia\'e attempted 
it, to put by something for tluur omii old ag<*. And, what 
lias had a still greater efleet on the gi-owth of wealth, it has 
riMidered it fai* easier for a man to providi^ a .siaaire income 
for his wife and children aftiu- his death : for, after all, family 
affection is the main motive of saving. Then* are many wants 
against which it is impossible to provide dircu’tly by storing 
up goods. Hut he who has stored up capital from which he 
derives a money income can buy what he will to meet his 
needs as tlu^y arise. 

^ 4. 'riiat men labou?* and save chieHy for tluf saki* of 

theii* famili<.‘s and not for themselves, is slK)wn 

l)y tlie fact that they seldom spend, aft(U‘ tliey ^ivc of saving 

iiave j’etii'ed fi'oru Nvork, more than the income »»family affec- 

. . tion. 

that comes in from their savings, preferring to 
leave their stored-up wealth intact for their families; wliihf 
in this country alone twenty millions a year are saved in the 
form of insurance policies and are available only after* the 
death of those who save them. 

A man can have no stronger stimulus to enei*gy and enter¬ 
prise than the hope of rising in life, and leaving his family to 
start from a higher round of the social ladder than that on 
whicli lie began. It may even give him an ovennastering 
passion which reduces to insignificance the desire for ease, 
and for* all ordinar*y pleasui’es, and sometimes even desti’oys in 
him the liner sensibilities and nobler aspirations. But. as is 
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showij ])y the iimrvellous growth of wealtii in .\iiieriea during 
the present generation, it makes him a mighty producer and 
acciiinulator of riclies; unless indeed he is in too great a hurjy 
to grasp the social position which his wealth will give hini. 
For his ambition may then lead him into as great extrava- 
gajice as could have been induced by an improviflent and selF 
i nduIgen11emperain en t-. 

The gi‘(‘atest savings are made by those who have been 
brought up on narrow means to stern hard work, who have 
retained theii* simple! haluts, in spite of success in business, 
and who noui'ish a cont(*mpt for showy expendituro and a 
desire to Ix^ found at their death richer tlian they had betm 
thought to b(‘. This type of character is frequent in the 
quiettu- parts of old but vigorous countries, and it was very 
comrnou among the middle classes in the I’ural districts of 
England for more than a generation after the pressure of tln^ 
great Friuich war and the Ins-ivy taxes that lingered it) its 
wake. 

§ 5. >iext, as to the sources of accumulation. The power 

to save depends on an excess of income over ne- 

accumuUtfon ^ <*(!ssary (‘xpenditurc ; and this is greatest among 

is surplus in- wealtliv. Ill this country, most of the larger 
come. Profits, • , , . Vi 

incomes, hut only a tew of the smaller, are chiefly 
derived from capital. And, early in the present t;entiiry, the 
ciimmercial <;lasses in Kngland had much more saving habits 
than (itlmr tlie country gentlemen or the workir:g classes. 
These causes comliined to make English economists of the last 
generation regard savings as made almost exoliisively from 
I he ]n'otits of cajiital. 

I)ut even in nuKhuji England rent and the earnings of 
professional men and of hired worker's are an important source 
Rent and eatn- accumulation: and they have been the chief 
.soui'ce of it in all the earlier stages of civiliza¬ 
tion. Moi’eover the middle, and especially the professional 
t;lasses, liave always denied themselves much in order to invest 
cajiital in the education of their childr*en; while a gn?at part 
<if tlie wages of the w'orking classes invested in the jrhysical 



THE GROWTH OF WE4JLTH. 


135 


health and strength of their children. The olc^^ir economists 
took too little account of the fact that human faculties are as 
impoitant a means of pnaluction as any other kind of capital; 
and we may conclude, in opposition to them, that any change 
in the distribution of wealth which gives more to the wage 
I’eceivers and less to the capitalists is likely, other things being 
(iqual, to hasten the incre^ise of material production, and that 
it will not perceptibly retard the storing-u]^ of material wealth. 
(Jf course other things would not be equal,- if the change} were 
brought a})out by violent methods which gave a shock to 
public security. But a slight and temporary check to the 
accumulation of material wealth need not n(}ces8ariiy be an 
evil, even from a purely economic point of view, if, being 
made quietly and without disturbance, it provides better 
opportunities for tluj great mass of the people, increases their 
(efficiency, and developes in them such habits of self-respect 
as to r(}sult in the growth of a much more efficient race of 
producers in the next generation. For then it may do more 
in the long-i-un to promote the growth of even material wealth 
than great additions to our stock of factories and steam- 
engines. 


A ]:)eople among whom wealth is well distributed, and who 
have high ambitions, are likely to accumulate a « . 
gi’eat d(}al of ^lublic property ; and tlie savings muiations of 
made in this form alone by some well-to-do demo- 
cracies fonn no inconsiderable part of the best possessions 
which our own age has inherited from its predt'cessors. The 
growth of the co-operative movement in all its many forms, 
of building societies, friendly societies, trrnh's unions, of 
working men’s savings-banks <fec., shows that, even 
so far as the immediate accumulation of material ° operation, 
wealth goes, the resources of the country are not, as the older 
economists assumed, entirely lost wlum they are spent in 
paying wages'. 


1 It must liowrver be admitted that what passes by the name of public 
pro^ujity is often only nothing more than jirivate wealth borrowed on a inort- 
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§ saciitico of prosent pleasiiro for the sake of 

, . . future, lias been called ahstinence by economists, 

reward of wait- But this term has been misunderstood: for the 
greatest accumulators of wealth are very rich 
persons, some of w'hom live in luxury, and certainly do not 
practise abstinence in that- stmse of the term in which it is 
convertible with ahsteinioi sness. What economists meant was 
that, when a person abstained fiom consuming anything which 
he had the power of consuming, with the purjuise of increasing 
his rtisourceis in tlie future, his abstinence from that particular 
act of consumption increased the .accumulation of wealth. 
Since, however, tlie tei*m is liable to be misunderstood, it 
is better to say that the accumulation of wealth is generallv 
the result of a ])ostponenient of enjoyment, oi* of a waitinif 
for it. 

This willingness to wait is generally increased by a rise in 
the rate of interest which is the reward of waiting. Con¬ 
versely a fall in the rate of interest generally lowers tlx^ 
margin at which a person finds it just not worth 
changesln the while to give up present ph^asures for the sake of 

rate of interest those future pleasures that are to be secured by 
on saving. « , . i -n i 

saving some of his means. It will therefore gene¬ 
rally t:uus(! people to consume a little more now, and to make 
le.ss provision for future enjoyment. But this rule is not 
without exception. 

For ind(;ed Sii' Josiah Child remarked two centuries ago, 
that in countries in which the rate of interest is high, mer¬ 
chants “ when they have gotten great wealth, leave tniding” 
and lend out their niotiey at interest, “the gain thereof being 
so easy, certain and great; whereas in other countries where 
interest is at a hiwer rate, they continue merchants from gene¬ 
ration to generation, and enrich themselves and the state.” 

gage of future imlilic revenues. Municipal gas-works for instance are not 
geneiMlly tlie results of public accumulations. They were built witli wealtli 
savwl by private persoii.s, aiul on public account. 
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Au<l it is ;is ti'ii«3 as it was nM:*n, lliai. inafiy iihmi n’tiij; 

tVoiu business wlnux tlu'y are yet almost in the juiim* ot‘ life, 
and wlieu their knowledge of men and things niiglit luiable 
them to conduct their business more etfieiently than ever. 
Again, as Mr Sargant has point'd out, if a man has decided 
to go on working and saving till la; has provided a certain 
income for his old age, or for his family after his deatli, hi^ 
will iind that lie has to save mor<‘ if the rate of inte?*«^st is low 
tlian if it. is high. Suppose, for instance, that he wishes to 
provide an income, of £400 a yeai- on which he may retire 
from business, or to insure £400 a yeai* foi’ Ids wife and 
(.‘hildreu after his death : if then the cui-rent rate of interest is 
5 per cent,, he Jieed only put by £8,000 or insure his life foi- 
£8,000; V.)ut if it is 4 per cent., lie must save £'10,000 or 
insure his life for XI0,000, 

It is tlnm possible that a continued fall in the I’ati^ oi 
interest may be accompanied by a continued increase in tins 
yearly additions (o tins world’s capiUl. Hut none the less is 
it true that a fall in the distant bcsnefits to be got by a given 
amount of xvorking and waituig for the future doi's tend on 
the whole to diminish tlie provision wliieh p(‘ople make for* 
the futui'e; or in more modern plirase, that a fall in the i'at(‘ 
of interest bxnds to check the aiMaunuIation of wealth. For 
thougli with man’s growing command over the resouives of 
nature, he may continue to save much even with a low rate of 
interest ; yet, while liuman nature remains it is, every fall 
in tliat rate is likely to cause many more jieople to sa^’e less 
than to save more than they would otherwise lia\’(^ dime. 

To sum up:—The aceuinulation <»f wealtli is goverjied by 
a great variety of causes : by cust»)in, by habits of self-couti-ol 
and realizing the future, and above all by the powei' of family 
affection. Security is a nficessary condition for it, ami the jno- 
gress of knowledge and intelligence furtliers it in jjiany ways. 

A rise in the rate of interest, or demiand price foi- saving, 
binds to iiici*e{i.se the volume of saving. For in spite of tht^ 
fact that a few people who have determined to seciiri? an 
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income of ;i certain fixed amount for themselves or their 
family will save less with a high rate of interest than with a 
low rate, it is a nearly universal rule that a rise in the rate 
increases the desire to save; and it often increases the power 
1(> save, or rather it is often an indication of an increased 
efiiciency of our productive resources 


1 TJih followiuff estimates may be of interest; tbougli the ehuneut of un¬ 
certainty in all of them is very great. 
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Houses, 

^’arm- 

Otlier 

T’otal 
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Author of 

Lanrt. 

&C. 

capital. 

wealth. 
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per call. 

Estimate. 

£ million. 

.£ million. 

£ milhoii. 

£ million. 

£ million. 

£ 

England. 

1690 (Gregory King) 

180 

16 

25 

70 

320 

58 

1812 (Colqulioun) . 

750 

300 

143 

653 

1,846 

180 

1885 (Giflfen) . . . 

i,8r,a 

1,700 

382 

3,012 

6,427 

315 

United Kingdom. 







1812 (Colquhoun) 

1,200 

400 

22H 

208 

2,736 

160 

1865 (GiUen) . . . 

1,861 

1,031 

020 

2,598 

6,113 

200 

1875 (Giffen) . . . 

2,007 

1,420 

668 

4,453 

8,548 

10,037 

260 

1885 (GifTen) . . . 

1,691 

1,927 

522 

5,897 

270 

1905 (Money), . . 

966 

2,827 

285 

7,326 

11,413 

265 

United States. 







1880 (Census) . . 

2,040 

2,000 

480 

4,208 

8,728 

175 

1900 (Census) . . 



18,860 

247 

France. 







1878 (de Foville) 

4,000 

1,000 

560 

2,440 

8,000 

215 

Italy. 







ISS-l (Pantaleoni) . 
_ 1 

1,160 

1 _ 

360 



1,920 

()5 


Tlie series of bad harvests and the difficulty of importing food during 
tlje great war at the beginning of last century impoverished the i)eople of 
England, but nearly doubled the nominal value of the land of England. 
Since then free trade, the improvements in transport, tlie opening of new 
countries and other causes have lowered the nominal value of that part of the 
land which is devoted to agriculture, but have atlded mncli to the real wealth 
of the people. 
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INDUSTRl A1. ()R( U N IZ A'l'K)X. 

0 

§ 1. Writers on social seionoe fruni tlu; tiinn of Plato 

downwards have delighted to dwell on tlio in- 
• irr.- I'lii 1- /• doctrine 

creased efficiency which latiour derives from or- that organiza- 

ganization. Adam Smith gave a vivid descrip- efficiencyowea 
tion of the advantages of the division of laboui*; much to bio- 
h(‘ pointed out how they render it possible for 
increased numbers to live in comfort on a limited territory^; 
and he argued that tlie pressure of population on the means of 
subsistence tends to weed out those races who thi'ough want 
of organization or for any other cause? are unable U> turn to 
tlie best account the, advantages of tlie place in wliich they 
live. Before two more? generations had elapsed Malthus’ his- 
t/orical account of man’s struggle for existence set Darwin 
thinking as to tin? effects of the struggle for existence in the 
animal world. Since that time biology has more tlian repaid 
lier d(*bt; and economists have h^ai nt much from the profound 
an[ilogi(?s which have been discovered between industrial or¬ 
ganization on the one side and the physical organization of 
tlie liigher animals on the other. The development of the 
organism, whether social or physical, involves a gn?ater sub¬ 
division of functions between its separate parts on the one 
hand, and on the other a more intimate connection between 
them. Each part gets to be less and less self-sufficient, to 
depend for its well-being more and more on other parts, so 
that no change? can take place in any part of a highly- 
dev(?loped organism without affecting others also. 

This increasi'd subdivision of functions, or “ diffei*entia- 
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IS ii.is nmnifest.6 itself witli regard to iuduslry 

. , in such foniis as the division of labour, and tlje 

Uifferentiation , , „ 

and Integra- development of specialized skill, kiiowledgtr and 
machinery : while “ integration,” that is, a 
growing intimacy and firmness of the connections between the 
separate parts of the industrial organism, shows itself in such 
forms as the increase of security of commercial credit,* and of 
the means and habits of (*ommiinication by sea and I'oad, by 
railway and telegraph, by jiost and printing-press, 'riiis leads 
us to consider the main bearings in ec<momics of the law tliat, 
the struggle for existence causes those organi.sms to multiply 
which ai'e best fitted to derive benefit fr-om their environment. 

This law is often misnndei’stixid ; and taken to mean that, 

The law of organisms tend to sur\dve wliicli are bed 

struggle for fitted to henefft the environment. But this is not, 

its meaning. Tt .states that those organisms tend 
‘ ” 

to survive whicli are best Jittad to utilize the environment for 
their own purposes. .Vow those that utilize the envii*onment 
most, may turn out to bo those that benefit it most. But it 
must not be assumed in any particular case that they are 
thus beneficial, without special study of that ca.s<j. 

§ 2. Adam Smith was aware that competition did not 
always cause the survival of those businesses^ and 
those methods of business which wi^re most ad¬ 
vantageous to society ; and though he insisted on 
the general advantages of that minute division 
of labour and of that subtle industrial organi¬ 
zation svhich were being developed with unexampled rapidity 
in his tiim*, yet he was careful to indicate points in which 
the system failed, and incidental evils which it involved. 
But many (;f his followers were less cai*eful. They were not 
contented with arguing tliat the new industrial organization 
was obtaining victories <iver its rivals in every direction, 
and that Ibis veiy fact, ]>r()ved that it met a W'ant of th(! 


Harmonies 
and diacords 
between indi¬ 
vidual and col¬ 
lective inter¬ 
ests. 
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iriiiios, and had a good balance of advantaijes over disad¬ 
vantages : but they went further and applied tin*, same argu¬ 
ment ti) all its details; they did not see that the very 
strength of the system as a whole enabled it to carry along 
with it many incidents which were in themselves evil. For 
a while tliey fascinated the world by their romantic accounts 
of the flawless proportions of that “natural” organization 
of industry which h;wl grown from the rudimentary germ 
of self-interest. They depictexl each man selecting his daily 
worlv with tin*, solo view of getting for it the best pay 
In*, could, but with the im;vitable result of choosing that in 
which he could be of most service*, to others. They argued 
for instances that, if a man had a talent for managing business, 
In^ w’ould b(*. surely led to use that talent for the benefit of 
mankind : that m(*anwhile a like pursuit of their own interests 
would lend othei’s to provide for his use such capital as he 
could turn to best account; and that his owm interest would 
lead him so to ari*ange those in his employment that every¬ 
one should d(» the highest work of which he was capabl(% and 
no other. 

This “natural organization of industry” had a fascination 
for* earnest and thoughtful minds; it prevented them from 
seeing and removing the evil that was intertwined with the 
good in the changes that were going on around them; and it 
liindercjd them from inquiring whether many even of the 
broader featurcis of modern industry may not be transitional, 
having indeed good work to do in their time, as the caste 
syst<?m had in its time: but like it chiefly serviceable in lead¬ 
ing the way towards better arrangements for a happier age’. 

1 Physical peculiarities a<'(iuired by parents durinf^ their life-time are 
seldom, if ever, transmitted. But the children of those who lea<l healthy lives 
physically and myrally are perhaps born with a firmer fibre than others, and 
certainly are more likely to be v/ell nourished, well trained, to acquire whole¬ 
some ijistincts, and to have that self-respect which is u mainspring of progress. 
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INDIISTKIAL OWiAMZATlOX, (’ONTIMJEJ). DIVlSlONT OK 
1.AKOIJR. THE INEHTENCK OK ^^ACH1XKRV. 

1. Thk Hj’sI condition of an ctlicient ori^anization of 
industry is tliat it should keep everyone (un- 
and the two ploy (id at such work as his abilities and training 

cha^erf should e(juip him with 

* the best machinery and other appliances for Ins 
work. We shall coniine our.s(‘lv(is to the division of labour 
between different classes of opei'atives, with spcicial referoiice 
to the influence of macliinery, [n the following chapter we 
shall consider the reciprocal efiects of divi.sion of labour and 
localization of industi-y; in a third chapter we shall ijiquire 
how far tlui advantiiges of division of labour d(5pend upon, the 
aggregatioji of large ca})itals into the hands of single indi¬ 
viduals or firms, or, as is commonly said, on production on a 
large scale ; and lastly, we shall examine the growing speciali- 
ziition of the work of business management. 

Everyone is familiar with the fact that “practice makes 
Practice perfect,’’ that it enables nn operation, whicli at 
makes perfect, .sccimed difllcult, to 1>(; done after a tiimi 

with comparatively little t*xertion, and y<jt jnuch better than 
before ; and physiology in some measure explains this fact. 

Adam Smith pointed out that a lad who had made nothing 
hut nails all liis life (;ould make them twice as 

Illustrations. n , j *11 i 1 

quickly as a nrstratc smith \vho only took to nail- 
making occasionally. Anyone wlio has to perform exactly 
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ilie same set of operatiojis day after day on thiiy^s of (exactly 
tlie same sliape, gradually learns to move his tingers exactly 
as tliey aie wanted, by almost automatic action and witli 
gr(?ater rapidity than* would be possible if every movemerd 
liad to wait for a deliberate instructioji of the will. One 
familiar instance is seen in the tying of threads by children in 
a cotton ?nill. Again, in a clothing or a boot factory, a poison 
who sews, wheth(^r by hand or machinery, just tin; same scam 
on a piece of leather or cloth of just the same size, hour after 
hour, (lay aftm’ day, is able to do it with far less (dTbrt and far 
more (juickly than a worker with much greater quickness of 
(ye and hand, and of a much higher order of general skill, 
who was accustomed to make the whole of a coat or the whol(^ 
of a boot. 

Again, iu tln^ wixxl and the nmtal industrms, if a man 
has to pcrfoiin exactly the same operations over and ovei* 
again on the same piece of material, he gets into the habit of 
holding it exactly in the way in which it is wanted, find of 
fU’ninging the tcxils and other things which he has to Inindle. 
in such positions that he is able to bring them t<j work on 
one another with the least possible loss of time and of for(;e in 
the movemimts of his own body. Accustomed to lind them 
filways in the same p<xsi(ioii find to take them iu the same 
ordei-, his hands work in harmony with one another filmost 
fiutomatically: and, as he becomes more practis(?d, his expen¬ 
diture of nervous force diminishes even more rapully tluiu his 
expenditure of muscular force. 

But when the action has thus been reduced to routine, it 
has nearly arrivijd at the stage at which it c;in 
be taken over by machinery. The chief dilliculty of mamiaru- 

to be overcome is that of getting the machinery ^our and of 
4-1111 -i.i. ^11 .. machinery. 

to hold the material lirmly in exactly the position 
in which the machine tool can be brought to bear on it in the 
right way, and without wasting too much time in taking grip 
of it. But this can generally be contrived when it is worth 
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while Rpei^d some lalmur and expense on it; and then the 
whole operation can often be Cfmtrolled by a worker who, 
sittin^^ befoi'(^ a niachinti, takes with the left hand a piece of 
Avo(xl or metal from a heap and puts it in a socket, while with 
the rij^fht he draws down a lever, or in some other way sets 
the machine tool at work, and finally with his left hand 
throws on to another heap the material which has been cut or 
punched or drilled or planed exactly aftei* a giv(*n pattern. 
Thus machineiy constantly supplants that purely manual skill, 
the attainment of which was, even up to Adam Smith’s time, 
the chief advantage of flivision (^f labour. Hut, at the same 
time, it increases the scale of manufactures and makes them 
more complex ; and, on the whole, intu'eases the opportunities 
for division of labour of all kinds, ;md especially in the matter 
of business management. 

§ 2. The powers of machinery to do woi-k that recpiires 
too much accuracy to be done by hand are perhaps best seen 
Interchange- some branches of the metal industries in which 
able Part*. system of Inttwchangeable Parts is being 

rapidly devtdoped. It is only after long training and with 
much care and labour that tlie hand can make one piece of 
metal accurately to resemble or to fit into another: and after 
all the accuracy is not perfect. But this is just the work 
which a well made machine can do most easily and most per¬ 
fectly. For instance, if sowing and reaping machines hjid t«> 
be made by hand, their first c()st would he very high; and 
when any part of them was broken, it could bii replaced only 
at great cost hy sending the machine back to the manufactui'er 
or by bringing a highly skilled mechanic to the machine. Hut 
as it is, the manufacturer keeps in store many facsimiles of 
the broken part, which were made by the same machinery, 
and ai*e therefore interchaiigeabh with it. A farmer in the 
North-West of America, perhaps a hundred miles away from 
any gofjd ineclianic’s shop, can yet use complicated machinery 
with confidence; since he knows that by telegraphing the 
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number of the machine and tlie nmnber of any pait of it 
which he lias broken, he will get by the m^xt train a new 
piece which he can himself fit into its place. The impoi'tance 
of this principles of interchangeable parts has bisen but re¬ 
cently grasped; there are however many signs that it will 
do more than any other to extend the use of machine-made 
machinery to every branch of production, including even 
domestic and agricultural work. 

The influences which machinery exerts over the character 
of modern industry are well illustrated in the The watch- 
manufacture of watches. A few years ago the "taking trade, 
chief seat of this business was in French Switzerland ; where 
the subdivision of labour was carried far, though a great part 
,of the work was done by a more or less scattered population. 
There weri^ about fifty distinct branches of trade, each of 
which did one small part of the work. In almost all of then^j 
a liighly specialized manual skill was required, but very little 
judgment; the earnings were generally low, because the trade 
had be<m established too long for those in it to have anything 
like a monopoly, and there was no difficulty in bringing up 
*t-o it any child with ordinary intelligence. But this industry 
is now yielding ground to the American system of making 
watchers by machinery, which requires very little specialized 
manual skill. In fact the machinery is becoming every year 
more and more automatic, and is getting to require less and 
loss assistant' from the human hand. But the more, delicate 
the machine’s power, the greater is the judgment Machinery in- 
and carefulness which is called for from those creases the de- 
who see after it. Take for instance a beautiful I^l^^inteiif-*”* 
machine which feeds itself with steelwire at one : 
end, and delivers at the other tiny screws of exquisite form; 
it displaces a great many operatives who had indeed acquired 
a very high and specialized manual skill, but who lived 
sedentary lives, straining their eyesight through microscopes, 
and finding in their work very little scope for any faculty 
M. 10 
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except a mere command over the use of their lingers. But 
the machine is intricate and costly, and the person who minds 
it must have an intelligence, and an energetic sense of respon¬ 
sibility, which go a long way towards making a fine character; 
and which, though more common than they were, are yet 
surticiently rare to he able to earn a very high rate of pay. 
No doubt this is an extreme case; and the gi*eater part of the 
work done iii a watch factory is much simpler. But much 
of it requires liigher faculties than the old system did, and 
those engaged in it earn on the average higher wages; at th(^ 
same time that it has already brouglit the price of a tinist- 
worthy watch within the range of the poorest classes of the 
community, and it is showing signs of being able soon to ac 
complish the very highest class of work. 

Those wlio finish and put together the different parts of a 
watch must always have highly specialized skill: 
barriers be- Biost of the machines which are in use Mu a 

tracesWatch factory, are not different in general cha¬ 
racter from those which are used in any other of 
the lighter metal trades: in fact many of tliem ai‘e nune 
modifications of the turning lathes and of the slotting, punch-* 
ing, drilling, planing, shaping, milling machines and a few 
other’s, which are familiar* to all engineering trades. This is a 
goul illustration of the fact that while there is a constantly 
increasing subdivision of lalrour, many of the lines of division 
Iretween trades which ai*e nominally distinct are becoming 
uari-ower and less difficult to be passed. In old times jt would 
have been very small comfort to watch-makers, who happenrxl 
to be suffering from a diminished. demand for their wares, 
to be told that the gun-making trade was in want of extra 
hands; but most of the op<?ratives in a watch factory would 
find machines very similar to those with which they were 
familiar, if they strayed into a gun-making factory or sewing- 
machine factory, or a factory for making textile machinery. 
A watch factory with those who worked in It could be eon- 
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^ without any ovorwhftlming loss into a .^wing-niachino 
factory: almost the only condition would he that no one 
should he put to work in the new factory which required a 
higher order of general intelligence, than that to which he 
was already accustomed'. 

We may now pass to consider the effects which 
machineiy has in relieving that excessive mus¬ 
cular sti’ain which a few generations ago was the 

(toiiimon lot of moi’e than half the working men strain on hu- 

^ man muscles. 

even in .such a country as England. The most 
marvellous instances of the power of machinery are seen in 
larg(} iion-woiks, and especially in those for making armour 
plates, where the force to be exerted is so gnMit that man’s 
muscles count for nothing, and where every movement, whe¬ 
ther horizontal or vertical, has to be effected by hydraulic or 
steam force; man merely standing by ready to govern the nm- 
chiiKuy and clear away ashes or perfonn some such secondary 
(ask. 


Machinery <jf this class has increased our command ovei- 
nature, but it has not directly altered the character of man’s 
work very much ; for that which it does he could not have 
done without^ it. But in otlier trades machinery has lightened 
man's labours, 'fhe house-carpenters, for instance, make things 
of the same kind as tliose used by our forefathers, with much 
less toil for them.s(Oves. They now give themselves chitifly l,o 
those parts of the ta.sk which are most pleasant and most 
interesting; while in every country town and almost (;veiy 
village there are found steam mills for sawing, planing and 
moulding, whic^h relieve them of tliat grievous fatigue which 
not v<*iy long ago used to make them prematurely old*. 


^ Tlut cliauges in tfie iiuitluxls of xirintiiig are alniust as iiiutniutive as thAse 
in watcli-making. They ai*e traced in Principles IV. ix. r>. 

’■* The jack-plane, used for making sniooth large boards for floure and other 
jnirposeH, was the worst enemy of the carpenter. All but specially skilh'd men 
were compelled to^ spend a great part of their time with the jack-plain*, and 
this brought on heart disf^nse, making them as a rule old men bv the time they 

10-2 
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New jnAckinery, when just invented, generally requires a 
,, great deal of care and attention. But the work 

Machinery ^ , 

takes over mo- of its .attendant is always being sifted; that 
notonouswork jj. miifonn and monotonous is gradually 

taken over by the machine, which thus becomes steadily more 
and more automatic and self-acting; till at last tliere is no¬ 
thing for the hand to do, but to supply the material at certain 
intervals and to take away the work when finished. There 
still remains the responsibility for seeing that the machinery 
is in good order and working smoothly ; but even this task is 
often made light by the introduction of an .automatic move¬ 
ment, which brings the machine to a stop the instant anything 
goes wrong. 

Nothing could be more narrow or monotonous than the 
occupation of a weaver of plain stuffs in the old time. But 
now one woman will manage four or mon; looms, each of 
which does many times .as much work in the course of the 
day as tlie old hand-loom did ; .and her work is much less 
monotonous and calls for much more judgment than his did. 
8o that for every hundred yards of cloth that are woven, the 
purely monotonous work done by human beings is probably 
ncit a twa'iitieth part of what it was. 

As Iloscher says, it is monotony of life much more than 
and lessens moiiotony of work that is to be dreaded: mono- 
monotonyof tony of work is an evil of the lirst order only 
when it involves monotony of life. Now when 

were forty. But now those wlio become prematurely old through overwork 
are to be found almost exclusively among the professional classes, among 
those engaged in the moi o atixious kinds of business, and in some agricultural 
districts in which the rate of wages is still very low and the people are habitu¬ 
ally underfed. Adam Smith tells us tluit “ workmen, when they are liberally 
paid, are veiy apt to overwork themselves and to ruin their health and consti¬ 
tution in a few years. A carpenter in London, and in some other places, is 
nut supposed to last in his utmost vigour above eight years....Almost every 
class of artificers is subject to some particuUr infirmity occasioned by exces¬ 
sive application to their peculiar species of work.” Wealth o/NationA^ Book i. 
Chapter vii. 
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person’s employment requires much physical ex^ition, Ik^ is fit 
for^nothing after his work; and unless his mental faculties 
are called forth in his work, they have little; chance of being 
developed at all. But the nervous force is jiot very much 
exhausted in tin; ordinary work of a fackny, at all events 
where there is not excessive noise, and where the hours of 
labour ari; not too long. The social suri*oundings of fa(;tory 
life stimulate mental activity in and out of working hours: 
and ev(;n those factory workers, whose occupatiorrs are seem¬ 
ingly the most monotonous, have nioi‘e intelligencr; and nrental 
resource than has Ixren shown by the English agricultur-al 
labour-er-, whose (unplojonent has more variety. It is timr; 
that the American agriculturist is an able man, and that his 
childr'cn rise rapidly in the world. But partly because land 
has b(;(;n phmtiful, and he has generally owned tin; farm that 
he cultivates, he has had better social conditions than tli% 
English ; he has always had to tliink for himself, and has long 
liad to use and to repair complex machines, 'riie English 
agr*icultural labourer' has ha<l many gi'eat disadvantages to 
contend with ; but is steadily improving his position. 

§ 4. may next consider what are the conditions und(;r 

which th(; economics in pi’oduction ansing from 

division of labour can best be secured. It is onfki’uand^ma- 

obvious that the (dllcieircy of specialized maclii- chinery cannot 

carried far 

nery or specialized skill is but one condition of unlessthescaie 
its economic ii.se; the other i.s that sufficient wor k 
should be found to keep it well employc;d. As 
Babbage pointed out, in a large factor’y “the mast-cr- manu¬ 
facturer by dividing the work to be executed into di lie rent 
processes, eacli requiring different degrees of skill or force, 
can purcha.se exactly that precise quantity of Iroth which is 
necessary for each process; whereas if the whole wor-k wei'e 
executed by one workman that pei'.son must possess sufficient' 
skill to perform the most difficult- and sufficient strength to 
execute tin; most laborious of the operatiorrs intn which the 
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work is clivulM.’’ The economy of prtxluction rcnuii’cs not 
only that each person should be employed constantly a 
narrow ivinj^e of work, but also that, when it is necessary foi* 
him to undertake ditterent tasks, each of these tasks should 
be such as to call forth as much as possible «)f his skill and 
ability. Just in the same way the economy of machinery 
requires that a powerful turning-lathe when specially aiTanged 
for one class of work should be kept employed as long as 
possible oil that work ; and if after all it is necessary to 
employ it on other work, that should be such as to be wi.nthy 
of the lathe, and not such as could liave been done (npially 
well by a much smaller machine. 

Many of those economies in the use of specialized skill and 
machinery which are commonly regarded as within the reach 
of veiy large establishments^ do not depend on the size of indi- 
v^idual factories. Some depend on the aggregate production of 
the kind in the neighbourhiMxl; while others again, es}>ecially 
those connected with the growth of knowledge and the pro¬ 
gress of the arts, depend chiefly on the aggregate volume of 
production in the whole civilized world. And here we may 
introduce two technical terms. AVe may divide the economies 
ansing fi*om an increase in the scale of production of any kind 
External and classes. 'J'liOHii which we have 

Internal Eco- Ix^en discussing may be callefl hdi^rnal Ecoiwinifin: 
nomies. blicause they are dependent on the resources of 

the individual houses of business engaged in it, on their 
internal organization and on the efficiency of their- manage¬ 
ment. We have next to examine those External ecommies 
which arise from the general development of an indu.stry and 
especially from the concentration of many businesses of a 
similar character in particular localities: or, as is commonly 
said, from the Localization of Indusiitry. 
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CHAPTER X. 

INDUSTltlAL URGANlZATKhN (JONTINUKl). THE CONCENTRA¬ 
TION OF SI’ECrALIZEi) INDUSTRIES IN PARTK^UI.AR 
LOCALITIES. 

^1. Tn {111 early stage of civilization every place had to 
depend on its own resources for most of the 
heavy wares which it consumed; unless indeed forms of locai- 
it happened to have special facilities for water indus- 
carnage. But the slowiie.ss with which customs • 

(^hanged, made it easy for pi'oducers to meet the wjints of 
consumers with whom they had litthi communication ; find it 
enabled comparatively poor people to buy a few expensive 
goods from a distance, in the security that they would add to 
the pleasure of festivals and holiihiys during a life-time, oi* 
perhaps even during two or three life-times. Consequently 
the lighter and more expensive articles of dress and pcjrsomil 
adornment, together with spices and some kinds of metal 
implements used by all classes, and many other things for the; 
special use of the rich, often came from jistonishing distances. 

Many various causes hiive led to th<^ localization of indus¬ 
tries, but the chief have been physical; such as 
the character of the climate and the soil, or the origins of 
existence of mines and quarries iji the neigh- 
bourhood, or within easy access by land or water. 

Thus metallic industries have generally been either near mines 
or in places where fuel was cheap. The iron industries in 
England first sought those districts in which charcoal was 
plentiful, and afterwaixls they went to the neighbourhood of 
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colliei*ies. St’iffoi’dshire iiiakas many kinds oi pottery, all the 
materials of whieh are imported from a long distance; but 
she has cheap coal and excellent clay for making the heavy 
“seggars” or boxes in wliich the pottery is placed while l>eing 
fired. Straw plaiting has its chief home in 1 Bedford si lii’t^, 
where straw has just the right proportion of silex to give 
strength without brittleness; and lUickinghainshire beeclujs 
have affoi*ded th(‘. material for the Wytjombe chaiimaking. 
The Sheffield cutleiy trade is due chiefly to the excellent gi'it 
of vvhich its grindstones are made. 

Another chief cause has been th(‘. patronage of a court. 
The rich folk the»'e assembled make a demand for gomls of 
specially high quality; and this attracts skilled workmen from 
a distance, and educates those on the spot. Thus the mecha¬ 
nical faculty of Lancashire is said to be due to the influence 
of Norman smiths who were settled at Warrington by Hugo 
de Lupus in William the Conqueror’s time. And the greater 
part of England’s manufacturing industry Ijefore the era of 
cotton and steam had its course directed by settlements of 
Flemish and Huguenot artisans; many of which wen^ made 
under the immediate direction of Plantagenet and Tudor 
kings. These immigrants taught us how to weave woollen 
and worsted stud's, though for a long time we .simt our cloths 
to the Netherlands to be fulled and dy(;d. They taught us 
how to cure herrings, how to manufacture silk, how to mak(^ 
lace, glass, and paper, and to provide, for many other of our 
wants. 

§ 2. When an industry has once thus chosen a locality 
for itsedf, it is likely to stay there long: so great 
advantages which people following the 
dustries. He- skilltid trade get from near neighbourhood 

rednary skill, another. The mysteries of the trade be¬ 

come no mysteries; but are as it were in the air, and children 
learn many of them unconsciously. Good Avork is rightly 
appreciated; inventions and improvements in imiohinery, in 
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processes and tlie general organization oi the lousiness luive 
their merits promptly discussed; if one man starts a new idea 
it is taken up by others and combined with suggestions of 
their own, and thus becomes the source of fui ther new ideas. 
And presently subsidiary tnwJes grow up in the subsidiary 
neighbourhood, supplying it with implements and trades; 
iuaterials, organizing its traffic, and in many ways (Conducing 
to the economy of its material. 

Again, the economic use of e.xpensive machiiK'ry can soiru^- 
timcs be attained in a very high degree in a specialized 
(listrict in which theri^ is a h^rgc aggregate pro- "machinery; 
duction of the same kind, even though no individual capital 
employed in the trade be very large. For subsidiary indus¬ 
tries devoting thenisijlves each to one small branch of the 
process of pi’oduction, and working it for a great many of 
tluur mughbours, ai'e able to keep in constant use machinery 
of the most highly specialized character ; and to make it pay 
its (expenses, though its original cost may hav<^ been liigh, and 
its rate of depniciation very rapid. 

Again, in all but the earliest stages of economic develop¬ 
ment a localized industry gains a great advantage ]ocai market 
from the fact that it offers a constant market for 
skill. Employers arcj a|)t to resort to any place wlnu’e they 
are likidy to find a good choice of workers with the special 
skill which they I’cquiro; while men secjking employment 
naturally go to places where they expect to find a good market 
for their skill, in consequence of the preseiuje of many em- 
]doyers wdio require its aid. The owner of an isolated factory 
is often put to great shif^ for want of soim; special skilled 
labour vdiich has suddenly run short; and a skilled workman, 
when thrown out of employment in it, has no easy refuge. 

On the other hand a localized industry has some disad¬ 
vantages as a market for labour if the work done in it is 
chiefly of one kind, such for instance as can bo done only by 
strong men. In those iron districts in which there are no 
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tcxtilo 1 ) 1 * otl|f‘r taotories to give employment U) women anti 
But there may wages are high and the cost of lalxjur 

be too exten- flea.!' to the employer, while the averami money 

sivc a demand . i i / 

for one kind of eamings 01 each lamily are low. But the remedy 
labour. obvious, and is found in the growth 

in the same neighbourhood of industries of a supplementary 
character. Thus textile industries are constantly found con¬ 
gregated in the neighbourhood of mining and engineering 
industries, in some cases having been attracted by almost 
imperceptible steps; in others, as for instance at Barrow, 
having been stai’ted deliberately on a large scale in order to 
give variety of employment in a place where previously there 
had been but little demand foi* the work of women and 
children. 

The advantages of variety of employment are combined 
with those of localized industries in some of our manufacturing 
towns, and this is a chief cause of their continued growth. 
But on the other hand the value which the central sites of a 
large town have for trading purposes, enables them to com¬ 
mand much liigluir ground-rents than the situations are worth 
for factories, oven when account is taken of this combination 
of advantages : and there is a similar competition for dwelling 
space between the employes of th(> trading houses,- and the 
factory workers. I'he result is that factoiies now congregate 
ill the outskirts of large towns and in manufacturing districts 
ill their neighbourhood rather than in the towns themselves. 

A district which is dependent chiefly on one iridH*stry is 
liable to extreme depression, in case of a falling- 

duStries^in the produce, or of a failure 

8 «me neigh- in the supply of the raw material which it uses, 
mitigate each This evil again is in a great measure avoided by 
sfons **^*^'^" those large towns, or large industrial districts in 
whicli several distinct industries are strongly de¬ 
veloped. If one of them fails for a time, the others are likely 
to support it in many ways, chiefly indirect; one of these 
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liciiag that they keep in lieaet the local shopk<;epers, wlio are 
tliiis enabled to continue their assistance longer than tlu^y 
otlierwise could, to th(i workpeople in t hose t.rades that happen 
to 1)(; (lej)ressed. 

Ft is ijistructive to study the inlluence of improved means 

of communication on the character of England’s 

• 1 1*1 !• Changes in the 

indllstrH^s. The agricultural population has (^li- distribution of 

minished ridatively to the rest, though not so fast J® 

as is cojinnonly sujiposed. Manufacture employs 

a rathei* smaller proportion of the population than it did a 

g(Uieration ago. Hut tiicre lias Ihm.ui a great increa.s(i since 

1851 in industries in which the progress of invention Inus 

ilone little towards economizing effort, and which meet growing 

<h‘.mands. Prominent among these are the service of Govern- 

ment, central and local; education of all gnides; medical 

service; musical, theatrical and other (uitertainments, besides^ 

mining, building, dealing and transport by road and railway. 

Tn none of these is very much direct help got from new 

iiiventions: man’s labour is not much more efficient in them 

now than it was a century ago: and therefore if the wants for 

which they make pi’ovisiou increase in proportion to our 

general wealth, it is only to be expected that they should 

absorb a constantly growing proportion of the industrial 

population. Domestic servants increased rapidly for some 

years; and th(j total amount of work which used to fall to 

them is now increasing faster than ever. But much of it is 

now done, often with the aid of machinery, by persons in the 

<!inployiiient of^ clothiers of all kinds, of hotel proprietors, 

confectioneis, and even by various messengers from grocers, 

fishmongers and others who call for orders, unless they an^ 

smit by telephone. Tn consequence the number of domestic 

servants is just now (1891- -1901) growing only at about 

11m‘ same rate as the total population. These changes have 

tendi'd to iiici’ease the specialization and the localization of 

industries. 
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CHAPTER XI. 

INDUSTFUAI. OIUJANIZATION, <’()\TINUE!). I’KODl/CTION 
OX A LAKOK S(JALE. 

g 1. Thk advantage's of pi'oduction on a laige^ scale are 
best shown in manufacture; under whicli head 

Manufacture • i i n i • 

is typical for may include all businesses engaged in work- 

our present ,„ateral into forms in which it Avill })e 

purpose. - ^ 

^ adapted for sale in distant markets. The clia- 

racteristic of manufacituring industries which makes tliem 
offer generally the best illustrations of the advantages of pr(V 
duction on a largo scale, is their power of choosing fi'eely 
the locality in which they will do their work. They are 
thus contrasted on the one hand with agriculture and other 
extractive industries (mining, cpniiTying, fishing etc.), the geo¬ 
graphical distribution of which is determined by nature ; and 
on the other hand with industries that make or rc^pair things 
to suit the special needs of individual consumers, from whom 
they cannot be far removed, at all events without great loss. 
The chief advantages of production on a large scale are 
Economy of oconoiuy of skill, economy of macl^inery and eco- 
material. nomy of materials: but the last of these is rapidly 
losing imiiortance relatively to the other two. It is true that 
an isolated workman often throws away a number of small 
things which would have been collected and turned to gO(xl 
account in a factory; but waste of this kind can scarcely 
occur in a localized manufacture even if it is in the hands of 
small men; and there is not very much (jf it in any branch 
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of industry in modern England, exoopt. agriculture and 
domestic cooking'. 

liut small factories are still placecl uiuku’ a great disadvan¬ 
tage, (iven in a localized industry, by the growing specialized 
variety and oxpensiveness of machinery. For in machinery, 
a large establishment there ai*(‘ often many expensive machines 
each made spi^cially for one small use. Each of them requires 
s])aco in a good light, and thus stands for something consider¬ 
able in the rent and general expenses of the factory ; and 
independently of inter(‘.st and the expense of keeping it in 
r(‘pair, a luiavy allowance must be made for depreciation in 
consequence of its being probably improved upon before long. 
A small manufacturer must therefore have many things done 
by hand or by imperfect machinery, though lui kiu)ws how to 
have them done b(d.ter and cheaper by special machinery, if 
only he could find constant employment for it. 

But next, a small manufacturer may not always lie ac- 
([nainted with the best niachinery for his purpose, improvements 
It is true that if the industry in which he is m machinery, 
engaged has b(Hm long established on a large scale, his ma¬ 
chinery will be well up to the mark, provided he can adbrd to 
l*uy the best in the market. In agriculture and the cotton 
industries for iitstance, improvements in machinery are devised 
almost exclusively by macliine makers; and they are accessible 
to all, at any rate on the payment of a royalty for patent 
right-. But this is not the case in industries that. a]*e as yet 

^ Nit (loul)t many of tlio most important advances of recent years have 
been due to the utilizing of what liad been a waste product; but this lias been 
generally due to a distinct invention, either chemical or mechanical, the use 
of which has been indeed promoted by minute subdivision of labour, but has 
not been directly dependent on it. 

Again, it is true that when a hundred suits of furniture, or of clothuig, 
have to be out out on exactly the same pattern, it is worth while to spend 
great care on so idaiming the cutting out of tlio boartls or the cloth, that only 
a few small pieces are wa.sted. But this is properly an economy of skill; one 
planning is made to suffice for many tasks, and therefore can be done well and 
carefully. 
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in an early sta;^^** of flevelopnient or are ra]>i(lly elian»finjL( t-beir 
form ; such as the chemical industries, the watchmaking in- 
dustiy and some branches of the jute and silk inaiiufacturc's ; 
and in a host of trades that are constantly springing up to 
supply some new want or to work up some new material. 

Tliere are liowever some trades in which the advantages 
which a large factory d(U‘ives from the economy of machinery 
almost vanish as stKui as a moderate size has bc'en reached. 
For instance in cotton spinning, and calico weaving, a com¬ 
paratively small factory will hold its own and give constant 
employment to the best known machines for eveiy process : so 
that a lai'ge factory is only several paralkd stiiallei* factories 
under one nxjf; and indeed some cotton-spinmu’s, wlien en¬ 
larging their works, think it best to add a weaving depart¬ 
ment. In such cases the large business gains little or no 
economy in machinery; blit even them it generally saves some¬ 
thing in building, particularly as regards chimneys, in tlie 
economy of steam power, and in the management and repairs 
of engines and machinery. This last point is of rather more 
importance than appears at lirst sight; and large works even 
though they produce nothing but soft goods, havtt generally 
well-organized carj)entei*s’ and mechanics’ shops, which not 
only diminish thi'i cost of repairs, but have the important 
advantage of preventing delays from accidents to the plant,. 

Akin to these last, there are a great many advantag(‘s 
Buying anu which a large factoi’y, oi* indeed a large business 
Helling. almost any kind, nearly always has over a 

small one. A large business buys in great quantities and 
therefore cheaply; it pays low fniights and saves on carriag(^ 
in many ways, particularly if it has a railway siding. It 
often sells in large quantities, and thus saves itself trouble; 
and yet at the same time it gets a good price, because it offers 
conveniences to the customer by having a large stock from 
which he can select and at once fill up a varied order; while 
its reputation gives him confidence. Tt can sjiend large sums 
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on ;uK'ortisuig'by commercial travellers aiul ii^ oilier ways; 
it,s agents give it trustworthy information on trader and pei- 
sonal matters in distant platics, and its own goods fwlvertise 
one another. 

Many of these economies in the matter of buying and 
selling can be secured by a large tniding house, Alliance bc- 
which puts out its work to Imj done by small tween large 
manufacturer's or by workpeople at their own small produ- 
hornes. Hu far tluirefore they do not tell in tlie 
direction of desti'oying small manufaeturei*s, but rather of 
limiting the character of the work of business management 
done by them; as we shall see more fully in the next chapter. 

Next, with regard to the economy of skill. Everything 
that has beep said with r(‘.gaixl to the advantages specialized 
which a large establishment has in being able to 
affor'd highly specialized machinery applies equally w'ith regard 
to highly specialized skill. Tt can contrive to keep each o^ 
its employes constantly engaged in the most ditlicult work of 
which he is capable, and yet so to narrow the i*ange of his 
work that he can attain the facility and (^xccllencr^ which 
(tome fi’oiii long-continued practice. This (icommiy gives a 
}ir'actical supi'einacy to lai'ge factori(‘s in industries which otter 
much scopr^ for it, if tint work cannot Ire subdivided among 
many small factories (rii the plan described in the last chapter. 

§ ’J. The head of a large busincsss can rnstu've all his 
strcjigth f(*r tluj broadri^t and most fundamental 
problems of his trade: he must indeed assurti manufacturer 
himself that his managers, (tlerks and forerrren gcJfwhoHy'to 
are th(i I’ight men for their work, and are doiirg broad ques- 
tludr work well; but beyond this he need not 
trouble himself much about dittails. He can keep his mimi 
fresh and clear for thinking out the most difficult and vital 
problems of his business; for studying the broader move¬ 
ments of the markets, the yet undeveloped results of current 
events at home and abroad ; and for contriving how to improve 
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the organization of tlie internal and external relations of In's 
business. 

For much of this work the small (nuploytu' has not the 
time if he has the ability; he cannot take so broad a suiwey 
of his trade, or look so far ahead; he must oft(!n be content 
to follow the lead of others. And he must spend much of his 
time on woik that is below liini; for if he is to succeed at all, 
his mind must be in soiiie respects of a high quality, and 
must have a good deal of originating and organizing force; 
and yet lie must do much routine work. 

On the other hand the small employer has advajitages of 
The small master’s eye is everywheni; there 

manufacturer shirking by his foremen or workmen, no 

superintend- divided responsibility, no sending half-undei-stood 
messag(^s backwards and forwards from one de¬ 
partment to another. He saves much of the book-keeping, 
and nearly all of the cumbrous system of checks that are 
necessary in the business of a large finn ; and the gain from 
this source is of very gri^at importance in trades which use 
the more valuable metals and other expensive materials. 

And though he must always remain at a great disadvant- 

and he gains information and in making experi- 

much from the ments, yet in this matter the general course of 

modern diffu- . i . . , n i 

sion of trade- progress IS On his Side. i*or External economies 

knowledge. constantly growing in importance relatively 

to Internal in all matters of trade-kjpowledge: newspapers, 
and trade and technical publications of all kinds are per¬ 
petually scouting for him and bringing him much of the 
knowledge he wants—knowhxlge which a little while ago 
would have been beyond the reach of anyone who could not 
affoi’d to have well-paid agents in many distant places. Again, 
it is to his interest also that the secrecy of business is on the 
whole diminishing, and that the most important improvements 
in method seldom remain secret for long after they have 
passed from the experimental stage. It is to his a<lvantage 
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that changes in manufacture depend less on mere rules of 
thumb and more on broad developments of scientific principle; 
and that many of these are made by students in the pursuit 
of knowledge for its own sake, and are promptly published 
in the general interest. Although therefore the small manu¬ 
facturer can seldom be in the front of the race of progress, he 
n»‘ed not be far from it, if he has the time and the ability for 
availing himself of the modern facilities for obtaining know 
halge. Hut it is true that he must be exceptionally strong if 
he can do this without neglecting the minor but necessary 
details of the business. 

The advantages which a large business has over a small 
one are conspicuous in manufacture, because, as 
we have noticed, it has special facilities for con- transport, 
centrating a great deal of work in a small.area. 

Hut there, is a strong tendency foi* large estab- , 

Ushments to drive out small ones in many other industries; 
in particular the rt^tail trade is being transfonued, and the 
small shopkeeptu* is losing ground daily. Large lirms an* 
gaining rapidly in the 'Pransport Industries, to a less t*\'tent 
in mining and very little if at all in agriculture'. 

1 The siuali shopkeeper liHS special facilities for hrin.‘'inK his totals to the 
door of his customers; for huniouriug tlieir several tastes; and for knowing 
enough of them individually to be able safely to sell on credit. Hut the im¬ 
portance of these advantages is diminishing. Meanwhile cyides, traniw'uys 
Ac. are making it easier for customers to visit large central esialdishments 
for the pnrehase of those goods which it is important to select f)-om a large 
and varied stock and one which is constantly renew'cd mth clianging fashions; 
while groceries and other goods of which the small sh»)pkeeper could keep u 
fair supply are conveniently obtained by a written tirder from the price list of 
shops or store's which turn over their stock rapidly and keep everything fresh. 
Hmall shopkeepers hold their own fairly well in some of the repairing trades; 
also in the sale of food, especially to the working classes, partly in conse¬ 
quence of their being able to sell goods on credit and to collect small debts. 
Sometimes a firm with a large capital prefers having many small shops to one 
large one. Buying, and what production is desirable, is concentrated under 
a central management; and exceptional demands can be met from a central 
reserve, so that each branch has large resources, without the expense of 
keeping a large stock. 
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(JHAFrKR XIT. 

TNDUSTIUAIi (>K(JANIZATIOX, CONTINrKI). BUSINKSS 
MANA(JKMKNT. 

1. Husinkss may l)o taken te ineludt' all provision for 

the wants of others which is made in the ex- 

management pectation of payment direct or indirect from those 

has many henefited. It is thus contrasted 

forms. 

with the provision for our own wants which each 
'of us makes for himself, and with those kindly servic(;s which 
ai’e prompted by family aHection and tln^ desire to promote 
the well-being of others. 

Kven in modern England we find now and then a village 
Primitive aillsan who adheres to primitive methods, and 
methods. makes things on his own accounfj for sale to his 
neighbours; managing his own business and undertaking all 
its risks'. Hut such cases are rare: and in the greater part 
The modern ''f busim^ss of tlui modern world the ttisk of 
undertaker, directing pHnluctiofi that a given effort may 
b(? most efl'c-ctive in supplying human wants has to l)e broken 
up and given into the, hands of a specialized body of em¬ 
ployers, or to use a more general term, of business men. They 
“julvcnture” or “ undertoke” its risks; they bring together 
the capital and the labour required for the work; they arrange 
or “engineer” its general plan, and superintend its minor 
details. Looking at business men from one point of view we 

1 The must striking instaucos of an adherence to old-fashioned methods of 
bnsiiiess are su})plied by the loai-ncd professions; for a physician or a solicitot 
manages as a rule his 4AV’n bnsiiiess and dues all its work. 
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uwiy regard them as a highly skilled industrial grade, from 
aiiothei* as middlemen interveiiing between the manual woi-ker 
and the eonsumer. 

There are sonu^ kinds of business men who undertake 
gi-eat risks, and exercise a large influence over subdivision of 
the welfare both of tlie. producers and of the the tasks of 

, , . , , 111 undertaking 

consumers of the waives in which they deal, but and superin- 

wlio are not to any consideivilile extent direct em- tendence. 
})Ioyers of labour. For instance some Manchester wai’ehouse- 
inen give themsclv(*.s to stnd3nng tlie movements of fashion, 
kh(*. markets for raw materials, the general state of trade, of 
the money market and of politics, and all other causes that 
are likely to influences the prices of different kinds of gotids 
during the coming season; and after (unploying, if necessary, 
skilled designers to carry out tluur ideas, they gise out to 
manufacturers in different pails of the world eont.rads fof 
making the goods on which they have determined to risk their 
capital. And in the clothing trades and some othei‘.s, we see 
a j-evival of what has been called the “ house House indus- 
industry,” which prevailed long ago in the textile 
industries ; that is, the system in which large undeilakers 
give out work to be done in cottages and very small work¬ 
shops to persons who work alone or with the aid of some 
members of their family, or who perhaps (unploy two or^hree 
hired assistants. In remote villages in almost every county 
of Kngland agents of large undortakei’s come round to give 
out to the cottagers partially prepared materials for goods of 
all sorts, but especially clothes such as shirts and collars and 
gloves ; and take back with them the finished goixls. It is 
however in the great capital cities of the world, and in other 
large towns, especially old towns, where then* is a gi’eat deal 
of unskilled and unorganized labour, with a somewhat low 
physique and morale, that the system is nio.st fully developed,* 
especially in the clothing trades, which employ two hundred 
thousand petiple in Ixmdon alone, and in the cheap furniture 

11—2 
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trades. TheA^ is a continual contest l)etweeii the factory 
and the domestic system, now one gaining ground and wow 
the other: for instance just at present the growing iis(; of 
sewing-machines worked hy steam power is strengthening the 
position of the factories in tlie boot trade; while factories and 
workshops are getting an increased hold of the tailoring trad(‘. 
On tire other hand the hosiery trade is being tempted back to 
the dwelling'house by recent improvements in hand knitting 
machines; and it is possible that new methods of distributing 
power* by gas and petroleum and electric engimss may exercise 
a like influence on many other industi*ies. 

Or there may be a movement towaixls intermediate plans, 
Sheffield similar to those which ar‘0 lai’gely followed in the 
trades. Hheffield trades. Many cutlery firms for instance 

put out grinding and other parts of their work, at piece-wor*k 
prices, to working men who r’erit the steam power which they 
require, either from the firm from uhom they take their 
conti’act or* from someone else: these workmen somcjtinn^s 
employing others to help them, sometimes working alone. 

Thus there are many ways in which those who undertakrj 
the chief I'isks of buying and .selling may a\'oid the trouble of 
housing and superintending t hose who work for them. They 
all have their advantages; anil when the workers ai’e men of 
strong character, as at Sheffield, the results are on the whole 
not unsatisfactory. But unfortunately it is often the weakest, 
class of workers, those with the least resour*ce and the least, 
self-conti'ol who di*ift into work of this kind. The elasticity 
of the system which recommends it to the undei^taker^, is 
really the means of enabling him to exercise, if he chooses, an 
undesirable pressui’e on those who do his work. 

For while the success of a factory depends in a greut 
measure on its having a .set of operatives who adhere steiulily 
,to it, tlie capitalist who gives imi work to be done at home 
has ail interest in retaining a great many persoms on his 
IxMiks; he is tempted to give each of tlumi a little employ- 
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lUHJit (occasionally and play them off one against^notlier; and 
tJiis lie can easily do because they do not know one another, 
and cannot aj*rango concerted action 

2. Wli(5n the profits of business are und(u‘ discussion 
they are generally connected in people’s minds 
with the employe*!’ of labour: ‘‘the employer” is Jequiredin*!^ 
often taken as a term prfictically coextensive ideal manu- 
with the I’eceiver of business profits. But the 
instances which we have just considered are sufficient to illus¬ 
trate the truth that the superintendence of labour is but ojkj 
side, and often not the most important side of business work ; 
and tliat the (unployer who undertakes the whole risks of his 
business really performs two entirely distinct service.s on 
behalf of tlui community, and !*equires a twofold ability. 

The ideal manufacturtn*, for instaime, if he makes goods 
not to meet special orders but for the gen(u-al market, must^ 
in his first role as merchant and organizer of production, have 
a thorough knowledge of in his own tnuie. Hi! must 

have the power of forecasting the broad movements of pro¬ 
duction and consumption, of seiiing where there is an oppor¬ 
tunity for supplying a new commodity that will meet a real 
want or improving the plan of producing an old commodity. 
He must be able to judge cautiously a)id undertake risks 
boldly; and he must of •course understand the materials and 
machinery used in his tnwle. 

But secondly in this role of employer he must be a natui’al 
header of meti. He must have a power of first choosing his 
assistants lightly and then trusting them fully; of interesting 
them in the business and of getting them to trust him, so as 
to bring out whatever enterprise and power of origination 
there is in them; while he himself exercivses a general control 
over everything, and preserves order and unity in the main 
plan of the business. 

^ The subject of this section is studied a good deal luoi'o fully in PrindititH 
IV. XII. 1-^. 
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The abilit(ies required to make an ideal employer 
great and so numerous that very few persons can exhibit them 
all in a veiy high degree. Their relative importance however 
varies with the natui*e of the industry and the size of the 
business; and while one employer excels in one set of (quali¬ 
ties, another excels in another; scarcely any two owe theii* 
success to exactly th(i same combination of advantages. Some 
men make their way by the use of none but noble qusdht'ies, 
while others owe their prosperity to qualities in which there 
is very little that is really admirable (isxcept sagacity and 
strength of purpose. 

vSuch then being the general nature of the work of business 
management, we have next to inquire what opportunitic^s 
difterent classes of people have of developing business ability ; 
and, when they have obtained that, what opportunities they 
have of getting command over the capital I’equired to give it 
scope. 

§ 3. The son of a man already established in business 

The son of a starts with So many advantages that we might 

businessman expect businciss men to constitute a sort of caste; 
starts with t . i i • p p 

many advan- dividing out among their sons the chiet posts oi 

tages, command, and founding hereditary dynasties, 

which ruled certain branches of trade for many gcmerations 

together. But it is not so. • 

A man who g(its together a great business by his own 
efforts has probably been brought up by parents of strong 
but also with earnest character, and educated liy their personal 
disadvantages, iiiflueiico Hiid by Struggle with difficulties in early 
life. But his children, at all events if they were born after 
he Viecame rich, and in any case his grandchildren, are perhaps 
left a gcKxi deal to the care of domestic servants who are not 
of the same strong fibre as the parents by whose influence he 
was educated. And while his highest ambition was pi^obably 
success in business, they are likely to be at least equally 
anxious for social distinction 
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For a time indeed all may go well. His soi^s find a tii iuly 
established trade connection, and what is perhaps even nioT-c^ 
important, a well-chosen staff of subordinates with a generous 
interest in the business. By mere assiduity and caution, 
availing themselves of the traditions of the firm, they may 
hold together for a long time. But wheri a full generation 
has passed, when the old traditions are no longer a safe guide, 
and when the bonds that lield together the old staff have been 
dissolved, then the business almost invariably falls to pieces 
unless it is pi’actically handed over to the management of new 
men who have meanwhile risen to partnership in the finn. 

But in most cases his descendants arrive at this result by 
a shorter route. They prefer an abundant income coming to 
tlujih without effort on their part, to one which though twic(5 
as large could Ix^ (farm'd only by incessant toil and anxiety; 
and th(;y hvW the business to private persons or a joint-stock 
company; or they become sleeping partners in it; that is 
sharing in its risks and in its profits, but not taking part in 
its management: in either case the active control over* their 
capital falls chiefly into the hands of new men. 

4. Th(i oldest and .simphjst plan for renovating the 
energies of a business is that of taking into Private part- 
partnership some of its ablest employes. Or "crships. 
again two or more people may combine their rtisources for- a 
large and difficult umhu-taking. In such cases there is often 
a distinct paitition of the work of management: in manu¬ 
factures for instance one partner will .sometimes give himself 
almost exclusively to the work of buying raw material and 
selling the finished product, while the other is responsible for 
the management ,of the factory: and in a trading establish¬ 
ment one partner will control the wholesale and the other the 
retail department. In these and other ways private partner¬ 
ship is capable of adapting itself to a great variety of problems : 
it is very strong and very elastic; it has played a great part in 
the past, and it is full of vitality now. 



168 


* BOOK IV. CH. XII. § 5. 

§ 5. But from the end of the Middle Ages to the present 
time there has been in some classes of trades a movement 
Joint-stock towaixls the substitution of public joint-stock 
companies. companies, the shares of which can be sold to 
anybody in the open market, for private companies, the shares 
in which are not transferable without the leave of all con¬ 
cerned. The effect of this change has been to induce people, 
many of whom have no special knowledge of trade, to give 
their capital into the hands of others employed by them : and 
there has thus arisen a new distribution of the various parts 
of the work of business management. 

The ultimate undertakers of the risks incurred by a joint- 
stock company are the shareholders; but as a rule they do 
not take much active part in engineering the business and 
controlling its general policy ; and they take no part in super¬ 
intending its details. After the business harf once got out of 
the hands of its original promoters, the control of it is left 
chiefly in the hands of Directors; who, if the company is a 
very large one, probably own but a very small proportion of 
its shares, while the greater part of them have not much 
technical knowledge of the work to lie done. They are not 
generally expected to give their whole time to it; but they 
are supposed to bi’irig wide gt^iieral knowknlge and sound 
judgment to bear (jn the breader problems of its policy ; and 
at the same time to make sure that the “ Managers” of the 
company ai'e doing their work tlioreughly. '^J’o the Maiiagei’s 
and their assistants is left a great part of the woik of engi¬ 
neering the business, and tlie whole of the work of superin¬ 
tending it: but they are not required to bring any capital 
into it; and they are supposed to be promoted from the lower 
ranks to the higher accoixling to their zeal and ability. Since 
the joint-stock companies in the United Kingdom have an 
aggregate income of more than JB260,000,000, and do more 
than a tenth of the business of the country, they ofter very 
large opportunities to men with natural talents for business 
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maJiageiueiit, who have not inherited any niat.(M'jal ("ipital, or 
any business connection. 

Joint-stock companies liavtj great elasticity and can expand 
themselves without limit when the work to which they have 
set themselves offei*s a wide scope; and they are gaining 
ground in nearly all directions. But they have one grijat 
source of weakness in the absence of any adequat(j knowletlge 
of the business on the part of the shareholders wh<> undertake 
its chief risks; though a few of the larger shareholders often 
exert themselves to find out what is going on; and are thus 
able to exercise an effective and wise control ovei‘ the genei’al 
nlanagement of the business^ It is a strong proof of the 
marvellous growth in recent times of a spirit of honesty aiul 
uprightness in commercial matters, that the leading officers 
great public companies yield as little as they do to the A'ast. 
t(imptations to fraud which lie in their way. If they showed^ 
an eagerness to avail themselves of opportunities for wrong¬ 
doing at all approaching that of which we rerid 

P ^ . 1 1 • * f T ' M* The system 

111 tlie commercial history or earlier civilizations, rendered 
tluur wrong uses of the trust imposed in them 
would have been on so gi*eat a scale as to prevent growth ofbusi- 
the development of this democratic form of busi- morality, 
ness. There is every reason to hope that the pn^gress of trade 
morality will continue, and that it will be aided in the future 
as it lias been in the past, by a (liminution of trade secrecy 


^ It i.s tnn; that the head of a lai't'e private linn undertakes the ehief risks 
<if the business, while he intrusts many of its details to otliers; hut his posi- 
lion is secured by his power of forming a dirwt judgment as to whether his 
subonlinates serve his interests faithfully and discreetly. If those to whom he 
has intrusted the buying or selling of goods lor him take commissions from 
those with Mhoni they deal, he is in a position to discover and punish the 
fraud. If they show favouritism and promote ineomiietent relations or 
friends of their own, or if they themselves become idle and shirk their work, 
or even if they do not fulfil the promise of exceptional ability which inducwl 
him to give them their first lift, he can discover what is going wrong and set 
U light. But in all these matters the great body of the slmrehohlers of a 
joint-stock company are, save in a few exceptional instances, almost powerless. 



170 


BOOK* IV. CH. Xll. §§ 5, (). 

and by increased publicity in every fonn; and thus collective 
and democratic forms of business management may be able to 
extend themselves safely in many directions in which they 
have hitherto failed. 

The same may be said of the undertakings of Governments* 
Government imperial and local: they also may have a great 
undertakings, future before them, but up to the present time 
the tax-payer who undertakes the ultimate risks luis not 
generally succeeded in exercising an efficient control over the 
businesses, and in securing officers who will do their work 
with as much energy and enterprise as is shown in private 
establishments. But the growth of Government undertakings, 
as well as of giant private businesses or “Trusts” with a 
partial monopoly, is full of dangers to the maintenance of 
that free initiative which is the chief source of progn^ss. 
We cannot however enter here into this most important 
question. 

§ 6. The system of Co-operation aims at avoiding these evils: 
Co-operative ideal form of Co-operative Society, 

association. which as yet has been scantily realized in prac¬ 

tice, a part or the whole of those shareholders, who undertake 
the risks of the business, are themselves employed by it. The 
employes, whether they contribute towards the matenal capital 
of the business or not, have a share in its profits, and some power 
of voting at the general meetings at wliich the broad lines of its 
policy are laid down, and the officers appointed who are to carry 
that policy into effect. Tliey are thus the employers and masters 
of their own managers and foremen; they have fairly good means 
of judging whether the higher work of engineering the business 
is conducted honestly and efficiently, and they have the best 
possible opportunities for detecting any laxity or incompetenc(^ 
in its detailed administration. And lastly they render unne¬ 
cessary some of the minor work of superintendence that is 
required in other estahlisliments; for their own pecuniary 
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iiiter‘t;s(,s and the pride they take in the success^of their own 
))ijsiiiess make eaoli of them averse to any sliirking of work 
either by Ijimself or })y Ins follow workmen. 

But unfortunately the system has very great difficulties of 

its own. b'or human nature being what it is, the 

(‘in})loyes tlnunselves are not always the best pos- task of 

sible masters of th(U)’ own foremen and managers; t>“siness man- 

agement. 

j(‘alousies and fr(5ttings at niproof are apt to act 
lik(^ sand, that lias got mix(id with the oil in the beai'ings of a 
great and complex machinery. And in particular, since- the 
hai-dest work of business management is generally that which 
iliakes the least outward show, those who woi-k with thei?' 
hands an; apt to undcuTate the intensity of the strain involvwl 
in the highest work of engineering the business, and to grudge 
its being paid for at anything like as high a rate as it could 
ea,rn (?lsewhere. And in fact the managei’s of a Co-operative 
Society seldom have; the alertness, f.ho inventiveness and the 
j’eady veivsatility of the abh‘St of those men who have been 
selected by the struggle for survival, and have been trained 
hy f;he perfectly free and unf(;ttered responsibility (►f private 
business. Pai-tly for* tlms(* reasons the cooperative systcun has 
s(^ldom been carried out in its entirety : ami its partial appli¬ 
cation has so far attainec.! its highest success in f he task of 
retailing commodities consumed by working men a task in 
which it has special advantages. But bond fide (io-operative 
priKluction is jiow at last making excellent progress. 

Those working-imm indeed whose temper's ai-e strongly 
individualistic, and whose minds are concentrated 
almost wholly on their own affair's, will perhaps grow some of 
always fiiid their quickest and most congenial 
]>ath to rnatet'ial success by commencing busirie.ss as small 
independent “ under'takers,” or by working their way upwar’ds 
in a private firm oi' a public company. But co-operation has 
a special charm for^hosr^ in whose tempers the social element 
wm- 


stronger’, and wmr desire not to separate themselves from 
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thnir old coiiiradcs, but t<j work among them as their leaders. 
Tt-s aspirations may in some respects be liigher than its pi*ae- 
tice; but it undoubtedly does rest in a great measui-e on 
ethical motives. The true co-operator combines a ke(m busi¬ 
ness intellect with a spirit full of an earnest Faith ; and some, 
co-operative .societies have been served excellently by men of 
great genius both mentally and morally 'men who for the 
sake of the Co-oper.ative Faith that is in them, have worked 
with great ability and energy, and with jrerfect U})i'ightness, 
l>eing all the time content with lower pay than tliey could 
have got as business managers on their own account or for a 
private linn. Men of this stamp are more common among the 
officers of co-operative societies than in othe^r occupations; 
and though they are not very common even tlierf*, ytit ii. may 
Ixj hoped that the diffusion of a better knowh;dge of the trm^ 
principles of co-cjperation, and the increase of general (slin^a- 
lion are every day fitting a larger number of co-operator’s for 
the complex problems of business management. 

Meanwhile many partial applications of tlie co-operati^'e 

principle are being tried under various conditions, 
Profit Sharing. t i* i • i /» i • 

each ot which presents Home new aspect of ])usi- 

ness management. Thus under the scheme of Profit-Sharing, 
a private linn while retaining the unfettered management of 
its business, pays its employ^is the full market rate of wages 
whether by Time oi- Piece-work, and agrees in addition to 
divide among them a certain share of any profits that may lx; 
made above a certain fixed minimum ; it being hoped diat the 
firm will find a material as well as a moral reward in the 
diminution of friction, in the incn^ased willingness of their 
employes to go out of their way to do little things that may 
be of great benefit comparatively to the fii*m, and lastly in 
attracting to theinselv(5s workers of inoi-e than average ability 
and industry 

^ la SchloHs' Methods of Ur.innmmlion the of Profit Hhuiiiig to 

co-oixjratioa and other forma of “ Gain aharing ” ia well aliowja 
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Other partial co-operative schenies are doing j^ood work in 

various degrees. For instance the Oldliam Cotton ^ , 

, Otherformsof 

Mills are really joint-stock companies: but partial Co- 
among their shareholders are many working men ^P®***^*®"- 
who have a special knowledge of the trade, though not many 
of their own employes. There is a larger element of (jo- 
operation in the Productive establishments, owikhI by tli«i 
main body of Co-operative Stores, through their agents, the 
Co-operative! Wholesale Societies. Here th(‘ Scotchmen are 
in advance; in the English Society the workers as sucli have 
}i*s yet no direct share eitlier in the management or in the 
profits of tlm works. 

But we must not pursue this inquiry fui’ther now : enough 
has been said to show that the world is only Hopes for the 
just beginning to be ready for the higher work future, 
of the co-opei’ative movement in its many different forms* 
It may therefore be reasonably exp<!!ct(‘d to attain a much 
larger success in the future than in the past; and to offer 
t!xcellent opportunities for working-men to practise themselves 
in the work of business management, to grow into the trust 
aiul contid<!nc(! of others, and gradually rise to posts in which 
their business abilities will find scope. 

7. In speaking of the difficulty that a working man has 

in rising to a post in which he can turn his busi TheriBeof the 

ness ability (.o full account, the chief stiv.ss is working-man 
, i . ,, • I I I . hindered by his 

commonly laid upon his want ot t!apital: hut this want of capi- 
is not always his chief difficulty. Por instance 
the co-op(*rative distributive societies have accuinulatiMl a vast 
•capital, on which they find it difficult to get a good rate of 
interest; and which they would be rejoiced to hmd to any sot 
of working-men who could show that they had the capacity 
for dealing with difficult business problems. Co-operatons who 
have firstly a high order of business ability and probity, and 
st!coiidly the “persfnal capital” of a great reputation among 
their fellows for these qualities, will have no difficulty in 
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S^etting coiTiiiiaiKl of enough material capital for a considerable 
undertaking: the real difficulty is to convince a sufficient 
nunil)er of those around them that they have these rare quali¬ 
ties. And th(i case is not very different when an individual 
endeavours to obtain from the ordinary sources the loan of 
the capital required to start him in business. 

it is true that in almost every business there is a coiLstant 
increase iii the amount of capital required to make a fair 
stai-t; but thei-e is a much more rapid increase in the amount 
of capital which is owned by people who do not want to use 
it themselves, and are so eager to lend it out that they will 
accept a constantly lower and lower rate of interest for it. 
Much of this capital passes into the hands of bankers and 
oth(;r8, people of keen intellect and restless enei-gy ; people 
who have no class prejudices and care nothing for social 
distinctions; and who would promptly lend it to anyone of 
whose business ability and honesty they were convinced. 
say nothing of the credit that can be got in many businesses 
from those who supply the re(iuisite raw inat(;rial or stock in 
trade, the opportunities for direct l)orrowing ai*e now so great 
that an increase in the amount of capital requinnl for a start 
in busim^ss is no very serious obstacle in the way of a person 
who has once got over the initial difficulty of earning a repu¬ 
tation for being likely to u.se it well. 

But perhaps a greater, thougli not so conspicuous, hind¬ 
rance to the rise of the working mail, is the 
gniwing <H)mphixity of business. The head of a 
complexity of business has now to think of many things about 
which he never used to trouble himself in earlier 
days; and the.se are just the kind of difficulties for which the 
training of the workshop affoirls the least preparation. Again.st 
tins must be set the rapid improvement of the education of 
the working man not only at .scliof)!, but what is more im- 
jioptant, in after life by newspapers, aru^from the work of 
CO operative .societie.s and trades unions, and in othei- ways. 
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Alxmt three-fourths of the whole population of Eiiglaml 
belong to the wage-earning classes; and at all events when 
they ar(5 well f(‘d, })T-opei‘ly housed and educated, they have 
their fair share of that nervous strength which is the raw 
material of ))usin(‘Hs ability. Without going out of their way 
they ail! all consciously or unconsciously competitors for posts 
of business connnaiid. Thi! ordinary workman, if he shows 
ability, giuierally becomes a foreman, from that he may rise 
i.o be a manager, and to be taken into partnership with his 
employer. Or having saved a little of his. own ho may start 
one of those small shops which still can hold their own in a 
working man’s quarter, stock it chic'lly on credit, and let his 
wife attend to it by day, wliile he gives his evenings to it. In 
these or in other ways he may increase his capital till he can 
start a small woikshop, or factory. Once having made a good 
beginning, he will find the banks eager to give him geiieroui^ 
credit. He must have time; and since he is not likely to 
start in business till after middle age he must have a long as 
well as a strong life; hut if hi*, has thi-sand has also “patience, 
genius and good fortune’’ lie is pretty sure to command a largo 
capital before he dies. In a factory tlioso who work with 
Ibeir hands, have lietter opportunities of rising to jiosts of 
command than the book-keepoi-s and many others to whom 
social tradition has assigned a higher place. Hut in trading 
concerns it is otherwise; what manual work is done in them 
has as a rule no educating character, while the experience of 
the odice is better adapted for preparing a man to manage a 
commercial than .a manufacturing business. 

There is then on the whole a broad movement from below 
upwards. Perhaps not so many as formerly rise ^ rise not 
at once from the position of working-men to an unmixed 
that of employers; hut there are more who get 
on sufficiently far to give their sons a gixxl chance of attaining 
to the highest postj|. The complete rise is not so very often 
accomplished in one generation; it is more often spread over 
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two; but thf total volume of the movement upwaixls is pro- 
Vjably greater than it has ever been. And it may be remarked 
in passing tliat it is better for society as a whole that the 
rise should be distributed over two generations. The work¬ 
men who at the beginning of last century rose in such large 
numbers to become employers were seldom fit for posts of 
command : they were too often hai'sh and tyrannical; they 
lost their self-control, ami were neitlnn* truly noble nor truly 
happy ; while their children were often haughty, extravagant, 
and s(5lf-indulgent, squandering their wealtli on low and vulgar 
amusements, having the worst faultfi of the older aristocracy 
without their virtues. The foreman or superintendent who 
has still to obey as well as to command, but who is rising and 
sees his children likely to rise further, is in some ways more 
to be envied than the small master. His success is less con¬ 
spicuous, bivt his work is oftcm higher and more importiint for 
the world, while his character is more gentle and refined and 
not less strong. His children are well-trained ; and if they 
get wealth, they are likely to make a fairly good use of it. 

8. When a nuin of great ability is once at the heiid of 
Adjustment of independent business, whatever be the route 
capital to busi- by which he has got there, he will with moderate 
ness ability. fortune, sooii be able to show such evidence 

of his pow'er of turning capital to good aciiount as to enable, 
him to borrow in one way or another almost any amount that 
he may need ; and on the other hand a man with small ability 
in command of a large; wipital, speedily loses it: he; may 
pei'haps lie one who could and would have manageel a small 
businesji witli creelit, and le;ft it stronger than he liad found 
it: but if he has not the; genius for dealing with great 
problems, the larger it is (he more speedily will he break 
it up. 

These twe> sets of feirces, the one increasing the capital 
at the; command e)f able men, and the ej^er destroying the 
capital that is in the; hands of weaker men, bring about the 
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result that (luue is a far more elost; eorres{MUi<leAee hotsveeji 
the alhlity of busijjess iiuai and the size of the husiriess(^s 
wlneh they own than at liivst sight would appear probable!. 
^\nd when we (unisider all the many routes, by wliieh a man 
of g]*eat natural business ability can work his way up liigh in 
some pj’ivabi tii-m or publics eompany, w<5 may eonclude that 
wherev(u' there is work ojj a lai'ge sealo to l)e doiuJ in such a 
country as blnghind, the ability and the capital refjuired for it 
are pretty siii’i! to b(' speedily fortlicoming. 

Furthe-r, just as industrial skill and ability are getting 
every day to (h^peiid mo)(^ and inore on tlie broad faculties <d‘ 
jiulgment, promptness, resonice, (carefulness and steadfastness 
of purpost; fa.(‘Lilties wliieh are not speeializ(‘d to any one 
trade!, but which ani more oi* l(*ss usid'ul in all -so it is with 
icgard to business ability. Tn fact business ability consists 
moi’e of these general and non-sp(?cialized faculties than do 
industrial skill and ability in tin; lower graders: and tluj higher 
the grade of busim^ss ability the more various are its applica¬ 
tions. 

Since tlum busiiuiss ability in (command of capital moves 
with great easic horizontally from a trade which supply price of 
is overcrowd(Ml to uiu*. which offers good openings business abi- 
'or it: and since it moves witli great ease verti- mand of capi- 
•ally, the abler men rising to tlie higher posts in 
heir own trade, we see, even at this early stoge of our impiiry, 
some good reasons for belicwing that in modern Fnglaiid the 
apply of business ability in comniand of capital accommodates 
tself, as a general riih^, to the demand for it; and thus has a 
airly defined supply price. 

Finally, we may regard this supply price of business ability 
II (.•ommand of capital as composcid of three elements. The 
rst is tlu‘. supply pric(‘ of capital; the second is the supply 
'i‘ic(! of business ability and energy; and the third is the 
upply price of that organization by which the appropriate 
usiness ability and the requisite capital are brought together. 

12 
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The price of the first of these three elements is “ Interest;" 

Net and Grogs secoiid taken by 

Earnings of itself “iVe^ Eamings of Management/' and that 
Management. second and third taken together Gross 

Earnings of Management.” 

The last few years have seen a marked increase in the 
relative force of very large businesses in certain industries. 
The change has not been brought about by hew principles in 
business organization, so much as by the development of pro¬ 
cesses and methods ,in manufacture and mining, in transport 
and banking, which are beyond the reach of any but very 
large capitals; by the increase in the scope and functions of 
markets, and in the technical facilities for handling largo 
masses of goods. But the change is important: and it will 
be fully investigated in Volume II., in connection with and in 
dependence on a study of the modern organization of markets 
for credit and for goods. 



CHAPTER XII r. 


CONCM’SIOX. THK LAW UK INCUEAS1N(; IX KKLATIUX TO 
TIIA'r UK DIMINISHING UETITRN. 

I. At t]i(‘ of this Hook we saw liow the extra 

I’otnni of i*a\v pixwluce wliich Nature allbrds to 
;iiT increased application of capital and labour, jater Chapters 
(»tliei‘ tidings bein<i: (upial, tends in tlu* Ion" run of this Book to 
t<» diuiinisli. In the remainder or the Book and 
especially in the last four chaptei's we have looked at the other 
side of tlu^ shield, and seen how man’s powei- of protluctive 
work imireases with the volume, of tin? work that he does. 
Considering first the causes that govern the supply of labour, 
we saw how every increase in the physical, mental, and 
moral vigour of n. peoph* makes them more likely, other 
things being (^<puil, to rear to adult age a large uumbtu’ of 
\ igorous (hildren. Turning next to the (Jrowth of Wealth we 
observed how every increase of wealth tends in many ways to 
make, a great(;r increase more easy than before. And lastly 
\v(i saw liow e\'ei‘y increase of wealth and every increase in the 
numliers and intelligence of the people increased the facilities 
foi- a highly developixl Industrial Organization, whii-h in its 
turn adds much to the collective etHcieiicy of capital and 
laboifi*. 

Looking mor(! closely at the economies ari.sing from an 
increase in tlie scale of pnxluction of any kind of gotxls, we 
huind that they fell into two classes —those dependent on tlm 
geiieral development of the industry and those dependent on 
the resources of the individual houses of business engagfxl in 
it and the efficiency of their management; tliat is, into exttmid 
and inUrnal economies. 


12—9. 
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Wti sjiw*li(>\v tliosli latter economies are liable to constant 
Huctuations so far as any particular house is concerned, aiid 
therefore when we speak <jf the nonnal cost of production of 
any class of <(oods we must .suppose them to be produccsd by a 
linn that is fairly repi(^sentative of the whole body of ))ro- 
A Representa- diic«U“s of those goods. Our Representative linn 
live firm. iiiust be one which has had a fairly long life, and 
fair success, which is Jiianaged with normal ability, and which 
has normal access to tlui economies, External and Intcu’nal, 
which belong to that aggregate volume of i)roduction *. 

The geiuM'al argument of the }n<‘sent Book shows that an 
increase in the aggregate volume of productio?i of anything 
will generally increase the size, and tlKU'efoj’e the Internal 
economies possesscnl by this liepresentativ(i tirm; and that it 
will always incn.'ase the External econojnies to which such a 
e firm has access; and that thereby tlu^ tirm will bo enabled to 
manufacture at a less })roportionate cost of labour and sacri¬ 
fice than before. 

In other woids we say broadly that while the part which 


The Laws of piXMluctioii confoniis to the Law 

Increasing Re- of Diminishing lleturn, the part which man plays 
conforms to tlie Law of Tnereasing Return^ 
which may be stated thus:—An increase of capital and 
lalx)ur leads generally to an improved organization, which 
increases the eiliciency of the w'ork of capital and labour. 

Tliei’cforc? in those industries which are not engaged in 


raising raw })roduce an increase of capital and labour genev 
rally give.s a return increased more than in proportion^ and 
further this improved organization tends to diminish or even 


override any increa.sed resistance which Nature may offer to 
raising increased amounts of raw produce. If the actions of 
thcj Laws of Increasing and Diminishing Return are balanced 


and of Con- h^-ve the Law of Constant Return and an 

slant Return, increased produce is obtained by labour and 
sacrifice increased just in proportion. 
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For tlio two tendencdea towards Increasing and Diniiiiisli- 
ing Rt‘.turn press constantly against one another. In 
j)roduction of wheat and wool, for instance, the latter t(Mi 
dency lias ahriost exclusive sway in an old country, whi(?h 
cannot import freely*. In turning tln^ wheat into flour, or the 
wool into blankets, an increase in tln^ aggregate volume of 
|)rodiicti(>n brings some m;w economies, but not many ; foi* tlu^ 
tiailes of grinding wheat and making blankets an^ alieady on 
so great a scale that any m'w <‘conoinies that they may attain 
are mor'(; ]ik(fly to be tin* n^sult of new invaaitions than of 
irnjiroved organization. In a. country howeve;r in which the 
blanket trade is but slightly developed, these latter may 1x5 
important; and then it may happen that an ima'case in the 
aggi’cgatii production of blankets diminishes the pi’oportionate 

♦ litticulty of manufacturing by just as much as it increases that 
of raising the raw material. In that case the actions of the i 
Laws of Diminishing and of Increasing lleturn would Just 
neutralize one anothei'; and blankets would conform to the 
Law of Constant Retui’n. But in most of the more flelicate 
hranch(‘,s of manufactuiang, where th(^ cost of raw matenal 
counts for little, and in most of the m(Mh*rn transport iitdus- 
tries the Law of [iicreasirig Return acts almost unoppos(Hl. 

2. Our discussion of the character and oiganization of 

industry taken as a whole tends to show that an _ . 

* ^ Subject to cer- 

increase in the volume of labour causes in general, tain condi 
otlu;r things btiing equal, a more than propor- 
tionate increase in the total efliciency of lalamr. But we must 
not foi’get that other things may not l)e equal. 'Phe increases 
of nuinb(5rs may be accompanied by more or l(‘ss general 
adoption of unhealtliy and enervating habits of life in ov(M’- 
ciowded towns. Or it may have started badly, outrunning 
the material resources of the |jeople, causing them with im- 
pei-fect appliances to make excessive demands on the soil; 

* As rof^ards the strngKl*' f»f tlic two teudem-ie.'* in agriculture, coiujtavo 
above Book rv. Cli. iii. § B. 
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/ind s(i to ('.ill f<n-th the storii tiotioii of the of Diniirushiii^ 
lieturn as re^jjai^ds law prcnliioe, without liaviiig th(5 power of 
minimizing its effects: having thus liegun with poverty, an 
inci*ease in numbers may go on to its too frequent conse¬ 
quences in that weakness of character wliieh unfits a people 
for developing a highly organized industry. 

All this and more may be granted, and yet it remains true 
that the collective efficiency of a people with a 
numbers may given average of individual strength and skill 

beaccom- increase more than in proportion to their 

panted by a •' ^ . - 

more than numbers. If they can for a tune escape from 

fncfe*ase°S^^* pressure of th(^ Law of Diminishing Return 
collective effi- })y importing foisl and other raw product*; if their 
ciency. Wealth, iiot being consumed in great wars, increases 

at least as fast as their numljers; and if they avoid habits 
, of life that would enfeeble them; then every increase in 
their numbers is likely /or the time to be accompanied by a 
more than proportionate increase in their power of obtain¬ 
ing material goods. For it enables them to secure the many 
various economies of specialized skill and specialized machi¬ 
nery, of localized industries and production on a large scale; 
it enables them to have increased facilities of communication 
of all kinds; while the very closeness of their neiglibourhotxl 
diminishes the expense of time and effort involved in every 
sort of traffic between them, and gives them new opportunities 
of getting social enjoyments and the comforts and luxuries of 
culture in every fonn. It is true that against this must be 
set the growing difficulty of finding solitude and quiet and 
even fresh air. This deduction is a winghty one ; but tluue 
st.ill remains a i)alance of good. 

Taking account of the fact that an increasing density of 
population generally brings with it access to new social enjoy¬ 
ments we may give a rather broader scope to this statement 
and say :—An increase of population accompanied by an equal 
increase in the material sources of enjoyment and aids to 
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procJucMoii is likely tu lead to a more than prop()r<jt)iiate in 
erease in the a^^^gregato iueoiue ot* enjoyment of all kinds, 
provided firstly, an adequate supply of raw produee (tan be 
()}>tained without great dilliculty, and secondly then^ is no 
such overcrowding as causes physical and moral vigour to be 
impaired l)y the want of fresh air and light and of liealthy 
and joyous recreation for the young. 

'riie a(;cumulated wealth of civilized countries is at present 
growing faster than the population: and though 
it, may be true that tln‘ wealth per head would J g*ro'wth^of ^ 

increase sonunvhat faster if the ponulation did numbers must 
, . 11. distinguish* 

not increase quite so fast; yet as a matter of fact ed from those 

an increase of population is likely to continue to ^ealth'*'^**' 
he accompanied by a more than proportionate 
increase of the material aids to production: and in England 
at the jvremnt time, with easy access to abundant foreign sup¬ 
plies of raw material, an increase of population is accompanied 
by a more than proportionate increase of the means of satisfying 
human wants other than the need for light, fresh air, (tc. It 
must howiwer be remembered that England’s foreign supplies 
of raw produce may at any time be cheeked by changes in the 
trfide regulations of other countries, and may be almost cut 
off by a gr(;at war; while th(5 naval and military expenditure 
which would be necessary to make the country fairly secun^ 
against this last risk, would appreciably diminish the benefits 
that she derives from the action of the Law of Imuvasing 
Return \ 

1 The Eiiglishinau Mill biirats into unwonted entliUHiasni when speaking of 
the pleasures of wandering alone in beautiful scenery; and many American 
writers give fervid descriptions of the growing rioliiiess of human life as thu 
backwoodsman finds neighbours settling around him, as the backwoods settle¬ 
ment developcs into a village, the village into a town, ami the town into a 
vast city. 
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]^00K V. 

THK BALANOTNG DEMAND AND RTTPPLY, 

CHAPTER 1. 

ON MARKETS. 

.^1. Jn later stages of our /^)rk we shall bo much 
occupied with th(‘. )>alaiiciu^ of those economic forces of 
growth and decay, which hav<i been discussed in the last 
few chapters in connection with the rise and fall of business 
firms. But for tlie p.’cs(mt, we must turn to a simpler sort 
of balancing or e<iuilibrium, resembling rather that of a 
weight suspended by an elastic string, or of several balls 
resting in a bowl. The present ]5ook is given to a general 
inquiry into the balancing of the forces of Demand and 
Supply, these terms lx*ing used in their broadest sense: that 
is, as hinted at the end of the first chapter of Book lY., it is 
a bringing togetluir of the chief notions of that Book and of 
Book TTr. 

g 2. When demand and supply are spoken of in relation 
to one another, it is of course necessary that the Definition of a 
markets to which they refer should be the same. Market. 

As Cournot say.s, “ Economists understand by the term Ma/rketj 
not any particular market-place in which things are bought 
and sold, but the whole of any region in which buyers 
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;iii(l solliM-s are in siieli free intercenrse with one anoUier that 
ihe juices of tin', same i?oods tencl to equality easily an<l 
(luickly." Or a;j;ain as Jcn-ons says; “Orififinally a inarket 
was a j)ul)1ic })lacc in a town wh(‘.re provisions aiul other 
objects w(5re (exposed for sal(*; but the woi'd has been general¬ 
ized, so as to mean any l)ody of persons who are in intimate 
busiiKiss relations and cany on extensive transactions in any 
commodity. A great city may (^ont,ain as ina.f)y markets as 
there are imj)oi‘tant braiwhes of trade, and thes<* mai'kets may 
oi' may not b(^ localized. The <MMit i‘a.l p(»int oi a market is the 
|ud*lic exclninge, mai't. oi‘ auction rooms, wliere the tnwlers 
agi'ce, to m(‘(;t and transact business. In London the Stock 
jMai'ket, th(‘(\u‘n Marked, tin; Coal Market, the Sugar Mai'kel,, 
and many other’s are <listinctly localized; in Mancliester tlnr 
(k)t-ton Market, th(^ (.art,ton M’aste Market, and other’s. I>ut 
this distinct ion of locality is lud necessary. The traders mav 
be sju'ead (fV(u- a whoh’ town, or region of country, and yet 
make a market., if tiny ar-e, by nutans of fairs, meetings, pid)- 
lished j)ri(a^ lists, the jrost other", or otherwist*, in close commu¬ 
nication with (m’h other.’’ 

Thus tlie more nearly jHU'hrct a n1ark(’.t is, the stronger is 
the tendency for the same price to be paid for tlur same thing 
at the .same time in all parts of tlnr market: but of course if 
the market is large, allowance mu.st bo made for the expen.se 
of delivm’ing the goods to dilferent piireliasers ; eacli of whom 
must be supjxised to pay in addition to the market jrrice a 
special (hai’gr^ on mrcfuint of delivery'. 

3. In a])j)lying economic rcN’isonings in jjractice it is 
often dilhcult to ascertain how far the movements Boundaries of 
rrf supjrly and demand in any oire place are influ- ® 
miced by those in another. It is clear that the gerrer’al teiid- 
(uicy of tire telegr-aph, the printing press and steam trathc is 

1 Tims it is (Jonitrinii to see tlie prir’es of bulky goisls quoted as deliviaed 
“free on l)oard” (f.o.b.) any vessel in a certain port, each purchaser having 
to make bis own reckoning for bi'inging the gmsls home. 
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to <'xtend tlie area over which such intlueiices act and U^ 
increase their force. The whole Western World may, in a 
sense, Ik) regaixled as om; market for many kinds of stock 
exchange securities, for tlie ruortj valuable metals, and to a 
less extent for wool and cotton and even wlieat; proper allow¬ 
ance being made for expenses of transpoi*t, in which may b«^ 
included taxes levicnl l)y any customs houses tlirough whicli 
the gocxls liave to pass. For in all these cases the expenses 
of transpoH, including customs duties, are not sufficient t(> 
prevent buyers from all parts of the Western World fi‘om 
competing with oi\e another for the same supplies. 

There, are many special <*auses which may widen or narrow' 
the market of any particular commoflity ; but 
ditions of a Jiearly all those things for which theie is a very 
fbr*^a ”thing^ market are in universiil <lemand, and capable*. 
Suitability for of being easily and exactly described. Thus for’ 
jading. instance cotton, wheat, and iron satisfy wants 
that arc uigent and nearly univeiml. They can l)e easily 
described, so that they can be lj{mght and sold by pei’sons at a 
distance from one another and at a distance also from the 
commodities. If necessary, samples can be taken of them 
which ai’c truly representative: and they can even be “graded,” 
as is the actual practice with regard to grain in America, by 
an indepei^dent authoi-ity; so that the purchaser may be secure 
that what he buys will come up to a given standard, though 
he has never seen a sample of the goods which ho is buying, 
and perhaps would not be able himself to form an opinmn on 
it if he did. 

ComnuKlities for which there is a very wide market must 
also be such as will bear a long carriage: tliey 
must be somewhat durable, and their value must 
be considerable in proportion to their bulk. A thing whicli 
is so bulky that its price is necessarily raised very much when 
it is sold far away from the place in which it is produeexJ, 
must as a r-iile have a naiTow market. The market foi’ conimon 


Portability. 
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brinks for instaii(;n is prjintifjilly noiifiiUMl to tlie‘ iK^ar 
hoiirhoDfl of tho kilns in which they are made: they can 
scaroiily cN er l)(«ir a Jnn^ carriage hy land to a district which 
has any kilns of its own. Ihit bricks of certain exceptional 
kinds have a market extending over a gretit pai't of England. 

1. Let us then consider more closely the markets for 
things which satisfy in an exceptional way tlujse conditions 
of Ixnng in general demand, cognizabh; ami })ortable. They 
are, as we have said, stock exchange seciirities and the more 
v aluable metals. 

Any oTu^ share or bund of a public company, oi- any l)ond 
of a goveimment is of exactly the same value as , 
any other of the saiin* issue; and it can make change securi- 
no diffei-tmce to any pui'chaser which of tlui two 
he buys. Sonui siicurities, principally t.liose <»f compaiutively 
small mining, ship})ing, and other companies, require local 
knowledge, and are not veiy easily dealt in except on tfie 
stock exchanges of pixjvincial towns in their immediate neigh¬ 
bourhood. But the whole of England is one market for the 
shares anti bonds of a large English railway. Tn ordinary 
times a dealer will .sell, say, Midland Railway shares, even if 
h (5 has not them himself: because he knows they are always 
coming into t-lie market, and he is sure to be able to buy 
them. • 

But the stronge.st case of all is that of .securitit's which are 
called “international,” because they are in reqin^st in tiveiy 
part of the globt^. They are the bonds of the chief govern¬ 
ments, and of veiy large public companies such as those of the 
Suez Canal and tlie New York Central Railway. Eor bonds 
of this class the telegraph keeps prices at almost exactly the 
same level in all the stock exchanges of the world. If the 
price of one of them rises in Now York or in Paris, in London 
oi* ill Berlin, the mei'i^ news of the rise tends to cause a rise in 
ether markets; and if for- any rea.son the ris(‘ is delayed, that, 
particular’ class of hoiids is likely soon to he otiei’eil for sale in 
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tlir pjired inai'kot inuler telef^rapliic <)r‘(l<M‘s from the 

othoi' markets, whilo (k^alers in tho iirst< markot will ])o making 
tolpg?‘aphic purcliasoH in other markets. Tliese sales on the 
one hand, and pnrehas«‘s on the other, strengtlnm the tendency 
wliich the price has to seek the same level everywherek 

Stock exchanges then are the pattern on which mai-kets 
have been, and are being formed for dealing in 
market for the infoiy khids of produce which can be easily and 
exactly described, are portable and in general de 
mand. The mabn’ial eomnuMlities howeven* which 
possess th(!S(‘ (pniliti<‘s in the; liighest degree* are, gold and 
silver. For that V(*rv reason they liave been chosen by<;(un- 
mon consent for use a.s mon(‘y, to represtnd, the value of 
other things; and the worldmarket fm* them is most highly 
organized. 

At the op[)osite e,xtremity to international slock-ext^hange 
securities and the mor<^ valuable metals are, firstly, things 
which must be made to ordei* to suit particular individuals, 
such as well-fitting clothes ; and secondly, perishable and bulky 
goods, such as fresh veg(5tables, which can seldom be profitably 
cairied long distances. The first can scarcely be said to have 
a wholesale maiket at all ; the conditions by which their 
price is determined ai-e those of retail buyitig and selling, and 
th(^ study o^ them may be postpon(‘d'\ 

Thus the (diaracter of the markef<s vari(?s with tin; r rea of 
S})jice over which they extend : but it varies even more with 


1 It is a characteristic fact that swurities wliich are part of laige issueH 
are prefeiTed on the Stock exchange. 

A man may not trouble himself much about umall retail purchasea: 
he may give half a crown for a packet of paper in one ahop which he could 
liave got for two shillings in another. But it is otherwise with wholesale 
in icfcs. A manufacturer cannot sell a ream of paper for six shillings while 
his neighbour is selling it at five. For those wlioso business it is to deal 
in paper know almost exactly the lowest price at which it can bo bought, and 
will not pay more than this. The manufacturer has to sell at about the 
market price, tliat is at aliout the jiric^e at whi<ii other manfacturers are 
selling at the same time. 



ON MAKKKTW. 


189 


the length ut' Time of wliicli {lecount is taken ; and we. sliall 
find that If tlie period is short, tin? snp}>ly is JiTiiited to tin; 
stores whieh happen to b(? at hand: if the pcnitMl is longcjr, the 
supply will h(‘. influenced hy the cost of producing the eom- 
iTiodity in question ; and if the period is very long, tliis (^ost 
will he influenced by tlie cost of producing (h<* lalwuir and the 
material things re<pnred foi* })rodueing the commodity. A\'e 
sliall consider in tin* next chaptm* tho.se temporary cipiililiria 
of demand and supply, in which the cost of ])rndueing the 
commodity exi^rts (‘ither- no iniluencii or merely an indir(‘ct 
influence. 

At a later stag(‘ w’v shall have to combine tlie difliculti(\s 
with regard to time on the side of supply wdh those on the 
side of demand, of which something has already boon said \ 

1 Jiook in. Cli. IV. § 5. 
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CHAPTER 11. 

TKMi’UUARV liALAN(}E OF DEMAND AND SUl’Pl.Y. 

1 . Tiik siniplost case of balance, or tMiuilibrium, l)civvecii 
desire and effort is found whim a person saiisties 
^iJween*de 8 ire 0116 of liis waiits by lus owii direct work. When 
and effort. blackberries for his own eating, the 

ictioii of picking may itself 1 x 5 pleasurable for a while; and 
for some time longer the pleasure of (mating may be more than 
enough to repay the tri^uble of picking. But after he has 
eaten a good deal, the desire for more diminishes; while the 
task of picking begins to bring weariness; which may indetxl 
be caused more by monotony than by fatigue. Equilibrium 
is reached, when at last his eagerness to play and his disincli¬ 
nation for the work of picking counterbalance the desire for 
eating. The siitisfaction which he can get from picking 
fruit has arrived at its maximum: for up to that time every 
fresh picking has added more to his pleasure than it has 
taken away; and after that time any further picking would 
take away from his pleasure more than it would add. 

In a casual bargain that one person makes with another, 
jis for instance when two backwoodsmen barter a rifle for a 
canoe, theie is seldom anything that can properly be called 
an equilibrium of supply and demand: there is probably a 
surplus of satisfaction on either side; for probably the one 
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■would l>e willing to give something besides the rifl(! foi* th(3 
canoe, if he could not get the canoe otherwise; while the 
other would in case of necessity give something besides tlie 
canoe for the rifle. 

We may put aside as of little practical importance a class 
of dealings which has been much discussed. They 
relate to pictures by old masters, rare coins and unique or rare 
other things, which cannot be “graded” at all. 

The price at which each is sold, will depend jnuch on whether 
any rich persons with a fancy for it happen to l)e present at 
.its sale. If not, it will probably be bought by dealers who 
reckon on being able to sell it at a profit; and the variations 
in the price for which the .same picture sells at successive 
auctions, gi’eat as they are, woidd bo greater still if it were 
not for the steadying influence of professional purchasers. 

§ 2. Let us then turn to the ordinary dealings of mode»;ii 
life; and take an illustration from a corn-market in a country 
town, and let us assume for the sake of simplicity lUustration 
that all the corn in the market is of the same market of 
quality. The amount which each farmer or ® t*"®* though 
other seller offers for sale at any price is equUibrium. 
governed by his own need for money in hand, and by his 
calculation of the present and future conditions of the market 
with which he is connected. There are some prices which 
no seller would accept, some which no one would refuse. 
There are other intermediate prices which would be accepted 
for larger or smaller amounts by many or all of the sellers. 
Everyone will try to guess the state of the market and to 
govern his actions accordingly. Let us suppose that in fact 
there are not more than 600 quarters, the holders of which 
are willing to accept as low a price as 35s.; but that holders 
of another hundred would be tempted by 36*?.; and holders of 
yet another three hundred by 37«. Let us suppose also that 
a price of 37.'?. would tempt buyers for only 600 quarters; 
while another hundred could be sold at 36«., and yet another 
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two liuudr<Hl ab These fads may bo put out in a table 

thus:— 


At the price 
37s. 

3(iif. 

35s. 


Holders will be 
willing to sell 

1000 quarters, 

700 „ 

600 


Buyers will be 
willing to buy 

GOO quarters# 
700 


!)()0 


Of course some of th(>se wiio artj really willing to take 
3Gs. rather thaii leave the market without sellin^^, will not 
show at once that they are rc^ady to accept that ]>rice. And 
in like mariner buyers wdll fence, and pret(‘nd to be less eagin* 
than they really are. So the price may bo tossed hither and 
thitlier like a shuttlecock, as one suhi or tlie other gets tlie 
better in the “higgling and bargaining” of the market. But 
unless they are unequally matched; unless, for instance, one side 
is'*Very simple or unfortunate, in failing to gauge the strengtli of 
the other side, the price is likely to be never very far from 36if.; 
and it is nearly sure to be pretty close to 3Gs, at the end of the 
market. For if a holder thinks that th(5 buyers wdll really 
bo able to get at 36**. all'that they care to take at that price, 
lie will be unwilling to let slip past him any otter that is 
well above that price. 

Buyers on their part will make similar calculations; and 
if at any time the price should rise considerably above 3Gif, 
they will argue that the supply will be much greater than 
the demand at that price: therefore even those of them w*ho 
would rather pay that price tlian go unserved, wait; and by 
waiting they help to bring the price down. On the other 
hand, when the price is much below 36 a‘., even those sellers 
who would rather take the price than leave the market with 
their corn unsold, will argue that at that price the demand 
will be in excess of the .supply: so they will wait, and by 
waiting help to bring the price up. 

The price of 3Gif. lias thus .some claim to be called the true 
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equilibrium price: because if ifc were fixed on at the begi/r- 
ning, and adhered to throughout, it would exactly ('quate 
demand and supply (i.e, the amount which buyers were willing 
to purchase at that price would be just equal to that for 
which sellers were willing to take that price); and because 
every dealer who has a perfect knowledge of the circumstances 
of the market expects that price to be established. If he sec.s 
the price differing much from 36.s\ he expects that a change 
will come before long, and by anticipating it he luOps it tf) 
come (juickly. 

^ 3. We have already used the i(‘rm “ demand price ” ^ 
to denote the price at which buyers can be found Transition to 
for any given amount of a thing in a market, normal prices. 
Thus in this market 37a. is the demand price for 600 quarters ; 
36,s. for 700 and so on. We have introduced a corresponding 
term “supply price”' to denote the price which holders of ao 
comuKxlity will be willing to take for any given amount. 
Thus in this market 35if. is the supply price for 600 quarttjrs, 
36if. for 700; and so on. 

We have next to em^uire what causes govern supply- 
prices, that is prices which dealers are willing to accept for 
different amounts. In the present chapter we have looked 
at the affairs of only a single day; and have supposed tlui 
stocks offered for sale to be already in tixisUmce. But of 
course these stocks are dependent on the amount of wheat 
sown in the preceding year; and that, in its turn, was largely 
influenced by the farmers’ guesses as to the price which they 
would get for it in this year. This is the point at which 
we have to work in the next chapter. 

1 Book iij. Ch. III. § 1. 

■<* Book IV, Ch. I. 


M. 
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CHAPTER Ill. 

BALANCING OK NORMAL DEMAND AND SUPPLY. 

§ 1. We have noticed that even in the corn-exchange 
Transition ^ country town on a market-day the equi- 

from market to librium price is affected by calculations of the 
normal price, relations of production and consumptiou; 

while dealings for future delivery already predominate in 
the leading corn-markets of America and Europe, and are 
rapidly weaving into one web all the leading threads of trade 
in corn throughout the whole world. If it is thought that 
‘the growers of any kind of grain in any part of the world 
have been losing money, and an* likely to sow a less area for a 
future harvest, far-seeing dealers argue that prices are likely 
to rise as soon as that harvest comes into sight. Thus 
anticipations of that^rise exercise an influence on present 
sales for future delivery, and that in its turn influence's cash 
prices; so that these prices are indirectly affected by est-imates 
of the expenses of producing further supplies. But in this 
and the following chapters we are specially concerned with 
movements of price ranging over still longer periods than 
those for which the most far-sighted dealers in futures 
generally make their reckoning. 

§ 2. We may revei't to the discussion of the analogy 
The account between the supply price and the demand price 
of supply price (.oiuinodity at the point at which wo left it 
further. at the ciid of the last chapter. We there noticed 

that corresponding to the demand price at which any amount 
of a commodity would find purchasers in a market, there is a 
supply price at which that amount would be offered for sale 
by producers or their agents. We have to take account of 
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tlu? fact that tlui production of the commodity \vill pr()})a])ly 
require many difftjrent kinds of labour and th() us(’. of capital 
in many forms. The exertions of all the difbirent kinds 
of labour that are directly or indirectly involved iii making 
it ; toj 5 (‘ther with the abstinences or ratlun* the waitings 
required for saving the capital used in making it; all tlicso 
(‘fforts and sacrifices together will be called its „ , , 

Real Co,<<t of Production. The sums of mom^y, Money Cost of 
that have to be paid for th(!se eft'orts and sacri¬ 
fices, will be called either its Money (]o^t of ProdaHwiij oi*, 
(fyr shortness) its Expenaes of Production. They Expenses of 
are the prices which have to be paid in order to Produenon. 
call forth an adequate*, supply of the efforts and waitings that 
are required for making it ; or, in other wonts, they are its 
supply price b 

The raw material, nuujhinery, labour, itc., that are i*e(|uirod * 
for making a commodity may be called its Factors pactorsof Pro- 
of Production. Its expenses of production when tJ^cnon. 
any given amount of it is produced are thus the supply prices 
of the corresponding (juantities of its Jactors of production. 
And the sum of these is the supply price of that amount of 
the commodity. 

^ 3. It must not he forgotten that trading expenses (uit-er 
into the expeiLses of pnxluction in almost every im- 

case; and that in some cases they are a very portance of 

1 p 1 1 1 \ different elc- 

large part or the whole. I or instance, the supply menta of Cost 

price of wood in tlie noiglibourh(H)d of Canadian Production. 

forests often con.sists almost exclusively of tho price of tht) 

labour of lumber men ; but the supply price of Canadian deal 

^ Mill and some o^er economists have followed the practice of ordinary 
life in using the tenn Cost of IVoduction in two senses, sometimes to signify 
tho difficulty of prixlucing a thing, and sometimes to signify the outlay of 
money that has to bo incurred in order to induce people to ovifreome this 
difficulty and produce it. But by passing from one use of the term to 
the other witlmut giving explicit warning, they have led to many misimder- 
standings and inucli barren controversy? 
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in tlie wholesale London market consists in a largo measures of 
freights; while the supply price of the same wood to a small 
retail buyer in an English country town is more than half 
im^ide up of the charges of the i’:iilways and middlemen who 
have brought what he wants to his doors, and keep a stock of 
it ready for him. Again, the supply price of a certain kind of 
lalx)ur may for some purposes be analysed into the expenses of 
rearing, of general education and of special trachj education. 

It is to be tiiken for granted that as far as the knowledge 
and business enterprise of the prmlucers reacl>, they will in 
etmh case choose those factors of production which are l)c\st 
for their purpose; that is, which will attain the desired tmrl 
for the least outlay and trouble to themselves. Whenevt;r 
it appears to the pi'oducers that this is not the casii, they will, 
Principle of ^ work to substitute the less 

4 Subetitution. expensive method. We may call this for eon- 
venience of reference, the Principle of Substitution, 

§ 4. In our typical market then we assume that the 
We assume forces of demand and supply have free play; 
free play for that there is no combination among dealers on 
supply in the either side; but each acts for himself, and there 
market. much free competition; that is, buyers generally 

compete freely with buyers, and sellers compete freely with 
sellers. But thougli everyone acts for himself, Ins knowledge 
of what others are doing is supposed to be generally sufficient 
to prevent him from taking a lower or paying a higher price 
than othei*s are doing. 

In such a market there is a detinite demand price for each 
amount of the commodity, that is, a definite price at which 
each particular amount of the commodity can find purchasers 
in a year, or whatever other period we choose as our unit of 
time: the more of a thing is offered for sale in a market, tho 
lower is the price at which it will find purchasers ; or in other 
words, tho demand price for each unit diminishes witli every 
increase in the amount offered. 
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III like way there i« a supply price, that is, a price which 
may he (expected ie call forth a supply of each particular 
amount in a unit of time. To give precision to the ideas, 
let us suppose that a person widl acquainted construction 
with the woollen trade sets himself to inquire of the supply 
what would l>e the normal supply price of a 
certain number of millions of yards annually of a particular 
kind of clotli. He would have to reckon (i) the price of the 
wool, coal, and other materials which would be used up in 
making it, (ii) wear-and-tear and depreciation of the buildings, 
machinery and other fix(‘d capital, (iii) interest and insurance 
on all the capital, (iv) the wages of those who work in the 
factories, and (v) the gross turnings of management (in¬ 
cluding insurance against loss) of those who undertake the 
risks, who imgineer and sui^.riutend the working. He would 
of course estimate the supply prices of all these different* 
factors of production of the cloth with reference to the 
amounts of each of them that would be wanted; and he would 
suppose the conditions of supply to be normal, and the 
expenses of production to be those of a Jliepresentative Firin’. 
And he would add them all together to find the supply price 
of the cloth. 

Let us suppose a list of supply prices (or a supply schedule) 
made on a similar plan to that of our list of demand prices (or 
demand schedule'^): the supply price of each amount of the 
commodity in a year, or any other unit of time, being written 
against that amount. As the annual amount produced 
increases, the supply price increases, if nature is offering a 
sturdy resistance to man’s efforts to wring from her a larger 
supply of raw material, and if there is no great ro(vn for intro¬ 
ducing important new economies into the manufacture. But 
it might so happen that an increase in the volume of produc¬ 
tion would introduce new economies and enable the tendency 
to Increasing lleturii to prevail over that to Himinishing 
I Book IV, (Ml. xiit. § 1. « See Bmik in. Ch. iii. § 2. 
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Return, so as ultimately to lessen tlie supply price (►£ the 
commodity, and make it clu'aper’. 

§ 5. AVIien therefore the amount produced (in a unit of 

What is meant demand price is greater 

byequi- than th(‘, supply price, then sellers receive more 

hbnum. than is sudicient to make it worth their while to 


bring goods to markcjt to that amount ; and the amount 
brought forward for sale tends to increase. On the other 
hand, when the amount produc(*d is such that the demand 
price is less than the supply price, .scdlers receive less than 
is sullicient to make it wortli their while to bring goods to 
market on that scale ; so that those, who were just on the 
margin of doubt as to whetheiito go on producing, are decided 
not to do so, and the amount brought forward for sale tends 
to diminisli. WIkui the demand price is ecpial to the supply 
‘ j)rice, the amount pr<.)duc<‘d has no tendency either to be 
incr(*ased or to be diminished; it is in equilibrium. 

-Further, if any accident should move the scale of production 
from its (‘(juilibrium position (or position of rest), there will 
be instantly brouglit yito play forces tending to bring it back 
to that position; just as, if a stone hanging by a string is 
displaced from its equilibrium position, the force of gravity 
will at once tend to bring it Inick to its equilibrium position I 


^’ig. 4. 


1 Compare ubov<;, p. IBO. 

2 The following diagrams may help some readers. But they are not 
necessary for the argmnent, and may bo omitted. 

Measuring, as in the case of the demand curve, amounts of the commodity 
along Ox and prices parallel to 0 j/» we get for each 
point M along Ox a line MP drawn at right angles 
to it measuring the supply jmce for the amount 
O.IA, the extremity of which, F, may be called 
a xnpphj point ; this price MP being mado ujj of 
tlu! supjdy prices of the several factors of pro¬ 
duction for tlie amount OM. The locus of P may 
ho called the nupph/ curve. It is a curve such 
that, if from any point F on it a straight lino 
P},1 he drawn jiorpendicular to Ox, PJ/represents 
the price at which sellera will he forthcoming for 
HU amount (>M. 
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55 6. But ill real life sucli oscillations are seldom as 
rhythmical as those of a stone hanging freely from a string; 
the comparison would be more exact if the string were 
supposed to hang in the troubled watert> of a mill-race, wliose 
stream was at one time allowed to flow freely, The problems 
and at another partially cut off. The (hmiand ufe^are 
and sui)p)y schedules do not in practice remain less simple, 
unchanged for a long time together, but are constantly being 
changed; and every change in them gives new positions to 
the centres about which the amount and the price tend to 
oscillate. 

These comsiderations point to the great importance of the 
element of time in ndation to demand and supply, to some 
study of whicli we now proceed. We shall gradually discover 
a great many different limitations of the doctrine that the 
price at which a thing can be produciid represents its real 
cost of production, that is, the eflbrts and sacivilicos which 
have been directly and indirectly devoted to its production. 
That doctrine would indeed represent facts accurately enough 
in a stationary society, in which the liabits of life, and the 
methods and volume of production re?nained unchanged from 
one generation to another; provided that people were tolerably 
free to choose those occupations for their capital and labour 
which seemed most advantageou.s. 

This is tlie real drift of that much-quoted, and much- 
misunderstood doctrine of Adam Smith and other economists 

To repre.seiit the equilibrium of demand and supply f'eometrically we may 
draw the demand and supply curves together as in 
Fig. 5. If then OH represents the rate at which 
production is l)eing actually carried on, and Hd the 
demand price is greater than Its the supply price, 
the production is exceptionally profitable, and will 
he increased; and 11 will move to the right. On 
the oilier hand, if ltd is less than Rs, It will move 
to the left. If Hd is equal to Us, that is, if It is 
vertically under a jioint of intersection of tho curves, 
demand and supply are in equilibrium. 


Fig. 5. 


r 
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that the normal, or “ natural,” value of a commodity ia that 
which economic forces tend to bring about in tliAi tony run. 
It is the average value which economic forces would bring 
about if the general conditions of life were stationary for a 
run of time long enough to enable them all to work out their 
full effect. The fact that the general conditions of life are 
not stationary is the source of many of the difficulties that 
are met with in applying economic doctrines to practical 
problems. 

§ 7. Thus we see that utility and cost of production both 
play a part in governing value. And we might as reasonably 
dispute whether it is the upper or the under blade of a pair 
of scissors that cuts a piece of paper, as whether value is 
governed by utility or cost of production, it is true that 
Influences of when One bUwle is held still, and the cutting is 
•orproductior^ effected })y moving the other, we may say with 
on value. carelcss brevity that the cutting is done by the 
second; but the statement is not strictly accurate, and 
is to be excused only so long as it claims to be merely a 
popular and not a strictly scientific account of what actually 
happens. 

In the same way, when a thing already made has to be 
sold, the prices which people will be willing to pay for it will 
be governed by their desire to have it, together with the 
amount they can afford to spend on it. Their desire to have 
it depends partly on the chance that, if they do not buy it, 
they will be able to get another thing like it at as low a price: 
this depends on the causes that govern the supply of it, and 
this again upon cost of production. But it may bo happen 
that the stock to be sold is practically ffxed. This, for 
instance, is the case with a fish-market, in which the value of 
fish for the day is governed almost exclusively by the stock 
on the slabs in relation to the demand. And if a person 
chooses to take the stfx;k for granted; and say that the price 
is governed by demand, Iiis luMivity may perhaps 1)0 excused 
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80 long as he does not claim 3trict accuracy, jo again it may 
be pardonable, but it is not strictl}'' accurate to say that tlnj 
varying prices winch the same rare lx)ok fetches, when sold 
and resold at Christi(^’s auction room^ arc governed exclusively 
by demand. 

Taking a case at the opposite extnnne, we lind some 
commodities which conform pretty closely to the law of 
constant return; tliat is to say, their average cost of produc¬ 
tion will be very nearly the same whether tliv^y are produced 
in small quantities or in large. Tn such a case the normal 
level about which the market price fluctuates will Ix) this 
definite and fixed money cost of production. Jf the demand 
happens to be great, the market price will rise for a time 
above the level; but as a ri'sult production will increase and 
the market price will fall. Conversely, if the demand falls 
for a time below its ordinary level, production will fall oil* 
and the market price will be raised. 

If, then, a person chooses to neglect market fluctuations; 
and takes it for granted that there will anyhow be enough 
demand for the commodity to insure^ that some of it, more 
or less, will find purchasers at a price equal to this cost 
of production, then he may be excused for ignoring the 
influence of demand, and speaking of normal price as governed 
by cost of production—provided only he dotis not f‘laim 
scientific accuracy for the wording of his doctrine, and 
explains the influence of demand in its right place. 

Thus we may say that, as a general. ruU^ the shorter the 
period which we are considering, the greater must bo the 
share of our attention which is given to the influence of 
demand on value; and the longer the period, the more 
important will be the influence of cost of production on 
value. For the influence of changes in cost of production 
takes as a rule a longer time f-o work itself out than does thi.* 
influence of change's in demand. 



202 


BOOK V. CK. IIT. § 8. 

§ 8. The expenses of production of a,^ricultural produce 
are estimated on the margin of cultivation. That is, they are 
estimated for a part of produce which is raised either on 
Marginal rent because it is ])oor or badly 

expenses of situated; or, which is more ju’obable, they are 
in relation raised on land which does pay rent, hut by appli- 

to value. cathins of capital an<l labour which only just pay 

their way, and therefore can contribute nothin;;' towards the 
rent. It is these expemses which the demand price must just 
cover; for if it does not, the supply will fall off, and the price 
be raised till it does cover them. It is to these expenses 
therefore that the price conforms: and, as Kicardo pointed 
out, rent does not appear as an ehnnent of them. 

Suppose for instance that, with an average harvest, ten 
million quarters of com are raised in England, and that the 
expenses of production of the last million quarters are at the 
rate of 35.'?. a quarter. If the farmers had expected to get 
less than 35s, a quarter they would not have raised these last 
(juarters. And siric(^ they find it worth their while to raise 
the whole ten million, we know that in an average year they 
get 35tf. for each of the'hist million. And in the same market 
there can only he one price for one and the same commodity. 
Therefore they must have exj3(»cted the average price of all 
the corn in the market to be 35.?. 

The Exp(inses of production of .some of the corn may have 
>)een only 25^;. a quarter. The 35?. got for a quarter of this 
corn is divided into 25.?. which goes to th(i farmer, and 10?. 
which goes to the landlord as rent. And if a person looks at 
thin corn he may argue that its whole expenses of production 
were 25?. to cover the farmer’s outlay and 10?. to pay his rent, 
and that therefore rent eut(;rs into the expenses of production 
of this corn. He would l)e right if he meant only that the 
expenses of production of this particular quarter of corn 
cannot he found by merely reckoning up the wages and profits 
of the labour and capital that were spent in raising it. But 
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he would be wrong if lie meant that the selling price of corn 
was (jovermd by the rent that has to be paid for the use of 
land. H(^ would then be niistaking cause for eff(*ct, and elfect 
for cause. 

Thus (1) the amount of produce raised, aiul therefore the 
position of the margin of cultivation (i.e. the margin of the 
profitable application of cajiital and labour to good and bad 
land alike) are both governed by the general conditions of 
demand and supply. I'liey are goverTied on the. one hand by 
demand ; that is, by tlu' numbers of the population who 
consume the produce, the intensity of thdr need for it, and 
their means of paying for it; and on the other hand by 
supply ; that is, by the extent and fertility of tlu; available 
land, and the numbers .ind resources of thos(5 v(?ady to 
cultivate it. Thus cost of production, eagmaiess of demand, 
margin of production, and price of the produce mutually 
govern one another. (2) 'Phaf part of the produce which 
goes as rent is of course thrown on tlu' marki't, and acts on 
prices, in just the same way as any other part. But the 
general conditions of demand and supply, or their relations 
to one another, are not affected by tlit^ division of the produce 
into the share of rent and the share needed to render the 
farmer’s expenditure profitable. The amount of that rent is 
not a gijverning cause, but is itself governed by the fertility 
of land, the price of the produce, and the position of the 
margin; it is the excess of the value of the total returns 
which capital and lalx)ur applied to land do obtain, over 
those which they w^ould have obtained under circumstances 
as unfavourable as those on the margin of cultivation'. 

1 For furtlior di.scuHsioii of this difficult question the reader is referred to 
rriiiripfcs, tifth edition, V. viii—xi. 
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CHAPTER IV. 

INVESTMENT OK RESOURCES KOR A ])ISTAN'r RE^rUIlN, 
PRIME COST ANJ> TO'J'AE COS'I’. 

§ 1. Let us suppose a man to build a house for Ininself on 
Motives deter- land, and of materials, wliich nature supplies 
Oestmein^of*"' make his implements as he ^mes, 

capital. the labour of making them being counted as part 

of the labour of building the house. He would have to estimate 
the efforts required for building on any proposed plan; and to 
allow almost instinctively an amount increasing in geometrical 
proportion (a sort of compound interest) for the period that 
would elapse between each effort and the time when the house 
would be ready for his use. The. utility of the house to him 
when finished would hav.5 to compensate him not only for the*, 
efforts, but for the waitings*. 

This case illustrates the way in which the efforts and 
•sacrifices which are the Real cost of production of a thing, 
underlie the expenses which are its Money cost. But tht) 
modern busine.ss man commonly takes the payments which lie 
has to make, whether for wages or raw material, as he finds 
them; without staying to inquire how far they are an accurate 
measure of the efforts and sacrifices to which they correspond. 
His expenditure's generally made piece-meal; and the longer 
he expects to wait for the fruit of any outlay, the richer must 
that fruit be in order to compensate him. The anticipated 
fruit may not be certain; and in that case he will Imve to 
allow for th<^ risk of failure. After making that allowance, 

1 Sec almvft, Rook iv, Cli. viii. (i. 
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tlie fruit of tlie outlay must be expected to (exceed the outlay 
itself by* an amount which, independently of his own remu¬ 
neration, increases at compound interest in proportion to the 
time of waiting. 

§ 2. At the beginning of his undertaking, and at every 
successive stage, the business man is ceaselessly p^ncipie 
striving so to modify his arrangemtmts as to ol)- of substitu- 
tain better results with a given expenditure or 
(‘qiial results with a h^ss expenditure, lie is continually studying 
the .‘wlvantages and disadvantages of different ways of obtain- 
,ing his obje(;t. He is always looking for new suggestions, 
watching the experiments of others and trying experiments 
himself, so as to hit upon that combination which will yield 
the largest incomings in proportion to any given outlay. In 
other words, h(i ceaselessly applies the principle of substitu¬ 
tion with th(‘ purpose! of increasing his profits; and in so 
doing he seldom fails to increase the total efficiency of work, 
the total power over nature which man derivt‘s from organiza¬ 
tion and knowledge. 

Ev(U‘y locality has incidents of its own which affect in 

various ways the methods of arr<lngement of 

, . . . j • ‘i. Different 

every class of business that is earned on in it. routes are 

But even in the same place and the same trade chosen to the 
no two persons pursuing the same aims will adopt 
exactly the same routes. The tendency to variation is a chief 
cause of progress; and thi^ abler are the undertakers in any 
tnule the greater will tins tendency be. In some trades, as 
for instance cotton-spinning, the possible variations are con¬ 
fined within narrow limits; no one can hold liis own at all 
who does not use machinery, and veiy nearly the latest 
machinery, for every part of the work. But in others, as for 
instance in some branches of the wood and metal trades, in 
farming, and in shopkeeping, there can be great variations. 
For instance, of two manufacturers in the same trade, one 
will pm’hajis have a larger wages bill and the other heavier 
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charges on account, of machinery; of two retail dealers one 
will have a largei* capital locked up in stock and the other 
will spend more on advertisements and other means of build¬ 
ing up the immaterial capital of a profitable trade connection. 
And in minor details tlu^ variations are numl^erloss. Each 
man’s actions are influenced by his special opportunities H,nd 
resources, as well as by bis temperaimmt and his associations. 

But each man, taking account of his own nu'ans, will push 
the investment of capital in his business in each several direc¬ 
tion until what appears in his judgment to Ik? the outer limit, 
or margin, of pT’ofitablen(?ss is reached : that is, until there, 
seems to him no good reason for thinking that the gains 
resulting from any further investment i?) tliat particular 
direction would compeiisab? him for his outlay. The margin 
of profitableness is not to be regarded as a men? point on any 
oije fixed line of possible investment.; but as a boundary line 
of irregular shape cutting one after another every possible lim? 
of investment. 

§ 3. When investing his capital in providing tho means 
of carrying on an undertaking, tho business man looks, to 
being recouped by the prlhe obtained for its various prcxlucts ; 
and he exp(?cts to be able under normal conditions to charge? 
for each of them a sufficient price ; that is, one which will not 
Prime or <’over the special^ direct^ or prime, but 

special cost. also bear its proper share of the general expenses 
of the business ; and these we may call its mpplementary cost. 
These two elements together make its total cost. 

Th(?re are great variations in the usage of the term Prime 
^ , cost in business life. But it is taken here in a 

Supplemen¬ 
tary and total narrow sense. Supplementary costs are here 

taken to include standing charges on account of 
the durable plant in which much of the capital of the business 
has been invested, and also the salaries of the upper em¬ 
ployees : for the charges to which the business is put on 
account of their salaries cannot generally be adapted quickly 
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to changes in the amount of work there is for tlieitj l.o do. 
Tliero rejiiains nothing but the (money) cost of the raw mate¬ 
rial us(Hi in making the commodity and the wages of that part 
of the ]aboui’ spent on it which is paid by the hour or the piece, 
an(] tlie extra wear and tear of plant. Tins is the special cost 
which a manufacturer has in view, if he is calculating the 
lowi'st pi’ice at which it will be worth Ins while to accept an 
order, irrespectively of any effect that his action might have 
in spoiling the market for future orders, and trade being slack 
at th(5 time. But in fact he must as a rule take account of 
this (jffect: the price at which it is just Avorth Ins Avhile to 
produce, even Avheii trade is slack, is in ])ractic(^ gcmerally a 
good deal above this })rime cost, as Ave shall see shoi'tly. 

Su])plemeiitary <H>sts ai«* of many <litrereiit kinds; ami 
some of them diff(T only in degree from prime; costs. For 
instance, if an engineering linn is in doubt whether to acc(;pt 
an ordei’ st a ratluu’ Ioav price for a certain locomotive;, tlu; 
absolute jjrime costs which must be unconditionally coA'^ered 
by the price would include the value of the ravv niaterial and 
the \N'agi;s of the artisans and labourers employed on the 
locomotive. But if work is slack th^ salaried staff probably 
have some lime rjii their hands; and their salaries are there¬ 
fore commonly class(;d among general or supplementary costs. 
The line of division is lioAveA^er often blurred ovei*. For 
instance, foremen and other trusted artisans are seldom dis¬ 
missed even in slack times: and, on the other hand, the staff 
in the office can be in a great measure adjusted to variations 
in the work of the firm by leavdng vacancies unfilled and even 
by weeding out inefficient men during slack times ; and by 
getting extra help or putting out some of the woi’k in busy 
times. 
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CHAPTER V. 

EQUILIBRIUM OK NORMAL DEMAND AND SUPPLY, CON¬ 
TINUED, WITH REKKRENCE TO LONG AND SHORT 
PERIODS. 

§ 1. Thk present clmpter is (chiefly owmpied with dillicul- 
ties in the problem of value, resultiiif^f.fi-om differences between 
tlie immediate and tlie later effects of the same causes. Tn 
The term others, the economist merely 

Normal ia brings to light difficulties that are latent in the 
elastic. common discourse of life, so that by being frankly 

faced they may be thoroughly overcome. For in ordinary life 
it is customary to use the word Normal in different senses, 
with reference to different periods of time; and to leave the 
context to explain the transition from one to another. The 
economist follows this ^practice of every-day life: but, by 
taking pains to indicate the transition, he sometimes seems 
to have created a complication which in fact he has only 
revealed. 

Thus, for instance, when it is .said that the price of wool 
on a certain day was abnormally high though the average 
price for the year was abnormally low, that the wages of ccw,l- 
miners were abnormally high in 1872 and abnormally low in 
1879, that the (real) wages of labour were abnormally high 
at the end of the fourteenth century and abnormally low in 
the middle of the sixteenth ; everyone understands that the 
scope of the term Noi’mal is not the same in these various 
cases. Everyone takes the conDixt as indicating the special 
use of the term in each several case; and a formal inter¬ 
pretation clause is seldom necessary, because in ordinary 



LONG AND SHORT PDRIODS. 


209 


conversation misunderstandings can be nipped in tiie })ud by 
question and answer. But bit us look at this matter more 
closely. 

We have noticed’ liow a cloth manufacturer wJien calcu¬ 
lating the expenses of producing all the difterent 

. • • 1 /. T- -11 11 1 Illustration 

things 1 ‘eqinred tor making cloth would need to from the 

frame his estimates with reference to the amounts 

of each of them tliat would bo wanted, and on the supposition 

in the first instance that the conditions of supply would be 

normal. But we have yet to take account of the fact that he 

must give to this term a wider or narrowei* range, according 

as he was looking more or h'ss far aluiad. 

Thus in estimating the wages required to call forth an 
adequate supply of labour to work a certain class of looms, 
he might take the current wages of similar work in the 
neighbourhood: or he might argue that there was a scarcit)* 
of that particular class of labour in the neighbour!mod, that 
its cuirent wages there were higher than in otluT parts of 
Kngland, and that looking forwai‘d over several years so as to 
allow for immigration, ho might take th(i normal rate of 
wagt^s at a rather lower rat(i than tflat prevailing tliere at 
the time. Or lastly, lie might think that the wages of 
weavers all over the country were abnormally low relatively 
to otliers of the same grade, in consequence of a too sanguine 
view liaving Iw^en taken of the prospects of the trade half a 
generation ago. He might argue tliat this branch of work 
was overcrowded, that parents had already begun to choose 
other trades for their children wliiclx ofiered gn^ater net 
advantages and yet were not more diflicult; that in con¬ 
sequence a few years would see a falling-off in the supply 
of labour suited for his purpose; so that looking forward a 
long time he must take normal wages at a rate rather higher 
than the present average. 

Again, in estimating the normal supply price of wool, he 
1 See above, Cb. in. § 4. 


M. 
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would tako tlu'. averago of several past years. Hti would 
make allowance for any change that would be likely to affect 
the supply in the immediate future; and he would reckon for 
the effect of such droughts as from time to time occur in 
Australia and elsewhere ; since their occurrence is too common 
to bo regarded as abnormal. But he would not allow here 
for the chance of our being involved in a great war, by which 
the Australian supplies might l)e cut off; he would consider 
that any allowance for this should come under the head of 
extraordinary trade risks, and not enter into his estimate of 
the normal supply price of wool. 

He would deal in tlie same way with tlie risk of civil 
tumult or any violent and long-continued disturbance of the 
labour market of an unusual character; but in his estimate 
of the amount of work that could be got out of the machinery, 
tjfc., undcjr nonnal conditions, he would probably reckon for 
minor interruptions from trade disputes such as are con¬ 
tinually occurring, and are therefore to be regarded ns 
belonging to tli(5 regular course of events, that is, as not 
abnormal. 

In all those calculations he would not concern himself 
specially to inquire how far mankind are und(u* the exclusive 
influence of selfisli or self-regarding motives. He might l)e 
aware that anger and vanity, jealousy and offended dignity are 
still almost as common causes of strikes and lockouts, jis the 
desire for pecuniary gain: but that would not (inter into his 
calculations. All that he would want to know alx)ut them 
would be whether they acted with sufficient regularity for 
him to be able to make a reasonably good allowance for their 
influence in interrupting work and raising the normal supply 
price of the goods. 

In short, the practised business man simplifies his task by 
giving his attention to one set of difficulties at a time, making 
almost instinctively first one and then anotlmr provisional 
fetipposition to help him on his Avay. 
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^ ' 1 . Kut tliough applications of tho term Normal are tlius 

elastic, and capable} of boiim extended gradually , 

. , \ . 1 - , , Longand short 

troni very short to very long ptiriods; yet these period normal 

periods may be divided roughly into two classes. 

In tlie first class there is time for the supply of those things 
wiiich are used in producing the commodity (or in otlu}r 
w»)rds, its factors of production), to adapt itself lo tlu‘ 
demand ; in the second class there is not. 

Koi* instance, on the day following a larg(} catch of 

mack(}rel the price in the market may settle 

\ . Illustration 

dowji after a little maiueuvring at as many from fish 

penc(‘ as it had been at shillings on the previous 
day; and this change will in no way depend on the normal 
(*o.st of catching mackerel, it will be governed by the volume 
of the past catch, with perhaps some slight refer oscillations of 
enc(‘ to the chance that a similar catch may )x} market price., 
had on tlie morrow. If we suppose the boat to he owned by 
a capitalist who pays tho fisherman liy the day, the net 
earnings of Ins Ixiat for the day will he tlu‘ excess of the 
price lie gets for Ids fisli over his outlay for* wages and st-ores, 
together with allowanc<} for the injufy done to the boat and 
net by the day’s work. 

For that particular day this excess may h(} either more or 
less than the normal supply price required to make it worth 
his while to provide the boat and its equipim}nt and the 
husiiiess organization iieedtHl for managing it and selling its 
catch. But if, in the long run and on the average, it is more 
tlran this normal supply price, capital will drift into the 
tishing trade; if less, it will drift out; that is to say, old boats 
and nets, when worn out, will seldom he replaced. And 
thereffu’e, if the general conditions of the fishing tnule are 
stiitionary, the eaniings of the boat will oscillate alM)ut this 
normal supply price. 

liut next suppose there to be great increase in the general 
demand for fish, such for instance as might arise from the 

14-^2 
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spreading of a diseiise through all kinds of farm stock simul¬ 
taneously, by which meat was made a dear and 
nor^m^ai^'suppiy dangerous food. The increased demand for fish 
price for short ^ould iiot Well he met without bringing into the 
peno s fishing tra(hi some people from outside, who were 

not fitted by training to do its work well, and to whom many 
of its ordinary incidents would prove great hardships. Old and 
unsuitable boats would be j^ressed into the service; while the 
better class of boats would earn an exc(?ss above the (expenses 
of working them, that would amount in a year perhaps to 
fifty per cent, or more on their total cost; and able fishermen, 
whether paid by shares or by the day, might for a time get 
twice their ordinary wages. Thus the normal price of fish 
would be higher than l)efore. Variations in the catch of fish 
from day to day might make the market price oscillate at 
^east as violently as before about this normal level for an 
increased amount, but this level would rise rapidly with every 
such increase of demand. 

Of coursti these high prict^s would tend to bring capital 
and labour into the trade: but if it were expected that the 
disease among live stock would not last very long, and that 
therefore the unusual demaTid for fish would die away in a 
few years,' people would bo cautious about investing capital 
and skill in a trade that was in danger of being glutted. And 
therefore, though when the demand slackened off, the price 
would fall to, and probably btdow its old level; yet so long 
as the demand was fully maintained the price would keep up. 
And here wo see an illustration of the almost universal law 
that the term Normal, being taken to refer to a short period 
of time, the normal supply price is likely to be raised by an 
increase in demand. 

g :i. But if we turn to consider the normal supply price 
with reference to a loiyj period of time, we shall find that it is 
governed by a difierent set of causes, and with 

Normal value o T •' i i- e 

in relation to different results. For suppose that the disuse ot 

long periods. causes a ptjrmanenfc distaste for it, and that 
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an increaatjd demand for fish continues long enougli to enable 
the forces by which its supply is governed to work out their 
action fully. The source of supply in the sea might perhaps 
show signs of exhaustion, and tlie fishermen might have to 
resort to more distant coasts and to deeper waters, Nature 
giving a Diminishing Return to the increased application of 
capital and labour of a given order of elficiency. On the other 
hand, those might turn out to be right who think that man is 
responsible for but a very small part of the destruction of fish 
that is constiintly going on; and in that case a boat starting 
with equally good appliances and an equally efficient crew 
would be likely to got nearly as good a haul after the increase 
in the total volumes of the fishing trade as before. In any 
case the normal cost of equipping a good boat with an efficient 
crew would certainly not be higlwu*, and probably bo a little 
lower after the tirade had settled down to its now increast^J 
dimensions than before. For since fishermen require only 
trained aptitudes, and not any exceptional natural qualities, 
their number could be increased in less than a generation to 
almost any extent that was necessary to meet the demand; 
while the industries connected with^building boats, making 
nets, itc. being now on a larger scale would be oi’ganized more 
thoroughly and economically. If therefore thii waters of the 
sea show(*,d no signs of depletion of fish, an increased supply 
could be produced at a lower price after a time sufficiently 
long to enable the normal action of economic causes to work 
itself out; and, the term Normal being taken to refer to a 
long period of time, the normal price of fish would decrease 
with an increase in demand. 

§ 4. To sum up first as regards short periods. The supply 
of specialized skill and ability, of suitable machinery and 
other material capital, and of the appropriate 
industrial organization, has not time to be fully elusions as to 
adapted to demand; but the producers have to 
ailjiist their supply to the demand as best they can with the 
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appliances already at their disposal. On the one hand there 
is not time materially to increase those appliances if the supply 
of them is deficient; and on the other, if the supply is exc(‘s- 
sive, some of them must remain imperfectly employied, since 
there is not time for the supply to b(* much reduced by gradual 
decay, and by conversion to other uses. The particular income 
derived from them does not /or the time affect perceptibly the 
supply ; and does not directly affect the price of the commodi¬ 
ties produced by them. Tt is a surplus of total receipts over 
prime cost; but unless it is sufficient to cover in the long run 
a fair share of the general costs of the business, production 
will gradually fall off’. 

Next to sum up as to long periods. In them all invt\st- 
ments of capital and effort in providing the material plant 
and the organization of a business, and in 
{jiCquiring trade knowledge and specialized ability, p"fiodV° 
liave time to be adjusted to the incomes which 
are expected to be earned by them: and the estimates of 
those incomes therefore directly govern supply, and are the 
true long-period normal supply price of the compiodities pro¬ 
duced. A great part of-the capital invested in a business is 
genei-ally .spent on building up its internal organization and 
its external trade? connections. If the business does not 
prosper all this capital is lost, even though its material plant 
may realize a considerable part of its original cost. And 
anyone proposing to start a new business in any trade? must 
reckon for the chance of this loss. If himself a man of 
normal capacity for that class of work, he may lot?k forwarel 
ere long to his business being a representative one, in the 
sense in which we have used this term, with its fair share of 
the economies of production on a large scale. If tlie net 
earnings of such a j*epresentativo business .seem likely to be 
greater than he could get by similar investments in other 

1 Tims it lias something of the nature of a rent. Comi)ure Inflow, Cli. vm. 
§ 1, and Appendix C. 
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tradtNS to which he lias access, he will choose this trade. Thus 
tliat investment of capital in a trfide, on whicli tlie price of 
the commodity produced by it depends in tin; long run, i*s 
governed by estimates on tlu^ one hand of the outgoings 
required to build up and to work a representative firm, and on 
the other of the incomings, spread over a long period of time, 
to be got by such a price. 

^ 5, To go over the ground in another way. Market 
values are governed by the relation of demand to stocks 
fictually in the market; with more or less reference to 
‘future’ supplies, and not without some influence of trade 
combinations. But the current supply is in 
itself the result of the action of producers in 
the past; this action has been mainly deter- term Normal 
mined by their comparing the prices which they fs^the^sa^e for 
expect to get for their goods with the expenses 
to which they will be put in producing them. 

The range of expenses of which they take account will depend 
on whether they are merely considering the extra expenses of 
certain extra production with their existing plant, or are 
considering whether to lay down neiw plant for the jiurpose. 
But in any case it will be the general rule that tliat portion 
of the supply which can be most easily produced will be pro¬ 
duced, unless the price is ex{)ected to be very low. Every 
increase in the price expected will, as a rule, induce some 
people who would nob otherwise have produced anything, to 
produce a little; while those who liave produced something 
for the lower price, will probably produce more foi* the higher 
price. 

The general drift of the term Normal Supply Brice is 
always the same whether the period to which it refers is short 
or long; but there are great differences in detail. In every 
case it means the price tlie expectation of which is sufficient 
and only just sufficient to make it worth while for people to 
produce a certain aggregate amount yearly: in (^very case it 
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is the marginal cost of production; that is, it is the cost of 
production of those goods which are on the margin of not 
being produced at all, and which would not be produced if the 
price to be got for thorn were expected to be at all lower. 
But the causes which determine this margin vary with the 
length of the period under consideration. 

§ 6. Of course there is no hard and sharp lini^ of division 
There is no between “ long ” and “ short ” periods. Nature 
sharp division drawn no such lines in the economic coiidi- 
and short tions of actual life; and in dealing with practical 
periods. problems they are not wanted. J ust as we con¬ 

trast civilized with uncivilized races, and (vstablisli many 
general propositions about either group, though no haid and 
fast division can bo drawn between the two; so we contrast 
long and short periods without attempting any rigid demarca¬ 
tion between them. But four classes stand out. In each, price 
is governed by the relations between demand and 
of problems of supply. But as regards prices, Supply is 

periods^o^* taken to mean the stock of the commodity in 

which they question which is on hand, or at all events “ in 

'^*^**^' sight.” As legards prices, when the term 

Normal is taken to relate to short periods of a few months or 
a year, Supply means broadly what can be produced fur the 
price in question with the existing stock of plant, personal 
and impersonal, in the given time. As regards normal prices, 
when the term Normal is to refer to long periods of several 
years, Supply means what can bo produced by plant, Avhich 
itself can bo remuneratively produced and applied within the 
given tim(;j while lastly, there are very gradual or Secuh/r 
movements of normal pricci, caused by the gradual growth of 
knowledge, of population and of capital, and the changing 
conditions of demand and supply from one generation to 
another. 

The remainder of the present volume is chiefly concerned 
with the third of the above classes. That is, it discusses the 
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normal relations of wages, profits, prices, tkc., for long p(‘.ri(xls 
of several years. But occasionally account has to he taken of 
gradual changes; and one chapter, Book VI. Ch. xn., is given 
up to “The Influence of Progress on Value,” that is, to the 
study of very gradual, or secular, changes of value. 

On the otluir hand the first two classes will come into 
prominence wlien we discuss, in th() second volume, fiuctua- 
tions of prices and wages arising from (jiiickly passing changes 
in the state of commercial credit, and other causes. And the 
chapter on “Trade Unions” at the end of the present volume 
is partly concerned with these two classes. 
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JOINT AND ('OM I»()S1TK DEMAND: JOINT AND ("OMPOSITK 
Sl'PPI.V. 


^ I. JiiK (lejuaiul for tlio things used for niaking other 
Derived de- things, and their factors of production, is in- 
mandajidjoint direct ; it is derived from the demand for the 
tilings towards the pi-oduction of wliich they 
contribute; <^r, in othei words, the demands for all the 
« various factors of production of a finished commodity are 
joined together in the joirU demand for it. Thus the demand 
for beer is direct, and is a joint demand for hops, malt, 
brewers’ labour, and the other factors of production of beer: 
and the deruand for any one of them is an indirect demand 
derived from that for^beer. Again there is a direct demand 
for new houses ; and from this there arises a joint demand for 
the laljonr of all the various building trades, and for bricks, 


stone, wood, etc., which are factors of production of building 
w'ork of all kinds, or as we may say for shortness, of new 
houses. But the demand for any one of these, as for instance 
the lalxiur of plasterers, is only an indirect, or Derived, 
demand. 

Let us take an illustration from a class of events that 
Illustration frecjuent occurrence in the labour market; 

labou/di^ute suppose that the supply and demand for 
in the build- building being in equilibrium, there is a strike 
mg trade. group o£ Workers, say the 

plasterers, or that thei*e is .some other disturbance to the 
supply of plasterers’ lalmur. In order to make a separate 
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study of tho demand for that factor, we suppose, hrstJy 
that tilt; uferieral conditions of the demand for new houses 
re,inaiii luichanged (tliat is, that the demand schedule for 
new liouses remains valid); and secondly we assume that- 
thert^ is no change in the general conditions of supply of 
the otliei’ factors, two of whicli are of course the business 
faculties and the business organizjitions of tlu? master builders 
(that is, we assume that their supply schedules also remain 
valid). Then a temporary check to the supply of plasterers’ 
labour will cause a proportionate check to the amount of 
liuilding: the demand price for the diminislicd number of 
houses will be a little higher than b(*fore; and the supply 
prices for the other factors of production will not be greater 
than before. Thus new homses can now be sold at prices which 
(exceed by a good margin the sum of the prices at which these 
other requisites for the production of houses can be bought^ 
and that margin gives the limit to the possible rise of the price 
that will be offered for plasterers’ labour, and on the supposition 
that, plasterers’ labour is indispensable’. 

§ 2. It is however impijrtant to remember that if the 
supply of one factor is disturbed, tli(^ supply of othei's is likely 
to be disturbisd also, fn particular, when the facjtor of which 
the, su})ply is disturbed is one class of labour, as that of the 
plaste}*or.s, the employers’ earnings genemlly act as a buffer. 
That is to say, the loss falls in the first instance- on them ; 
but by discharging some of their workmen and lowering the 
wages of (jtjiers, they ultimately distribute a great part of it 
among the other factors of production. 

We, ]iiay note tlie general conditions, under which a check 

’ The lUticreiit Hiiiuuiits of this margin, corresponding to different cherks 
to till! supply of plasterers’ labour, are determined by the general rule that,— 

The demand price for any thing used in producing a commodity is, for each 
separate amount of the commodity, limited by the excess of the price at which 
t hat amount of the commodity can And purchasers, over the sum of the prices 
at which the corresponding supplies of the other things needed for making it 
will he forthcoming. 

Tins and several other results of the present chapter can bo most clearly 
apiireheiuled by the aid of diagriuns. See Principles V. vi. 
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to the supply of a thing that is wanted not for direct use, 
Conditions bul as a factor of production, may cause a very 
a checlTto*^^ great risii in its price. The first condition is 
supply may tliat the factor itself should bo essential, or 
price of a factor ntiarly essential to the production of the coin- 
ofproduction, modity, no good substitute being available at a 
moderate price. 

The second condition is that the commodity in the pro¬ 
duction of which it is a necessary factor, slumld he one for 
which the demand is stilF and inelastic; so tliat a check to 
its supply will cause consuiiKu-s to otlcr a iriucli increased 
price for it rather than go without it; and this of course 
includcis the condition that no good substitutes for the com¬ 
modity are available at a price but little higher than its 
equilibrium price. If the check to house building raises the 
price of liouses very niut;h, builders, anxious to secure the 
exceptional profits, will hid against one another for such 
plasterers’ labour as there is in the markiit. 

The third condition is that only a small part of the 
expenses of productujn of the commodity should consist of 
the price of this factor. Since the plasterers’ wages are liut 
a small part of the total (jxpelises of building a house, a rise 
of even 50 per cent, in them would add but a very small 
percentage to tln^ expenses of production of a house and would 
check demand but little. 

The fourth condition is that t‘,ven a small cheek to the 
amount demanded should cause a considerable fall in th(i 
supply price.s of other factors of production; for that will 
increase tin; margin available for paying a high price for this 
one. If, for instance, bricklayers and other classes of work¬ 
men, or the employers themselves Ciiiuiot easily find other 
things to do, and cannot aftbrd to remain idle, they may be 
willing to work for much lower earnings than Wore, and this 
will increase the margin available for paying higher wages to 
plasterers. 
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Tlie rise in plasterers’ wa^es would k; checked if it were 
possible either to avoid the use of plasU^r, or to 
get the work done tolerably well and at a mode- influence of 
rate priee by people outside tlwi plasterers’ trade, the Law of 
Th(^ Law of Substitution here as elsewhere; 
exei'cises a subduing influence on forces which might otherwise 
lead to starfiling results. ‘ The tyranny which one factor of 
production of a commodiby might in souk; cases exercise over 
fihe other factors tln'ough the Law of l)eriv(‘d l)(;maiid is 
buupered by the Law of Substitution. 

The relations b(?tween plasterfu-s, bri<;klayers, <tc. are 
repwisentative of much that is both instructive and romantic 
in the history of alliances and i:onflict.s between trades unioirs 
in allied tradt^s. Ihit the most numerous instancies of Joint 
demand are those of the demand for a raw matei-ial and the 
operatives who work it up; as for instance cotton or jute or« 
iron or copper, and tliose who Avork up these several materials. 
Again, the relative prices of diflei’ent articles of food vary a 
good deal witli tlie supply of skilled cooks’ labour; thus for 
iiistanci*, mai\y kinds of meat and many parf-s of vegetablivs 
which are almost, valueless in Amerilfa, whei’C skilled cooks 
ar’e rare and e,xj)ensive, liave a gotxl value in France where tlie 
art of cooking is widety dillusi'd. 

§3, We liave already* noticed how the demand for any 
commodity is made up or compoundcid of the composite 
demands of the ditlereiit individuals who may demand, 
need it. But we now may extend thia notion of composite 
demand to factors of production. Nearly every raw material 
and nearly eveiy kind of labour is applied in many different 
branches of industry, and contributes to tl»e prtxluction of a 
great variety of commodities; and the total demand for it is 
the sum of th(> dm’ived demands for it, in eaeh of thi‘se several 
uses. 


1 lltinlv in. (Ji. m., IV. 
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g 4. AVo may now pass to consider ilio case of jtyini pro¬ 
ducts : i.e. of things which cannot easily be pro- 

Jcmt Supply. 11^1. '' A ' 

duced separately; but are joined m a common 
origin, such as gas and coke, or beef and hides, or wheat and 
straw. As there is a joint demand for things joined in a 
common destination, so there is n, joint suj^ply of things whicli 
have a common origin. The single supply of the common 
origin is split up into the various derived supplies of tlu? 
things that proceed from it. 

The prices of the gas and the coke, the joint products 
that are got from a ton of coal, must together be enough 
to cover their joint expenses of production. If the demand 
for gas rises, more coke will be produced, and its price 
must fall, so that the increased supply may be taken off 
the market. The rise in the price of gas must bo sufficient to 
f< 5 over this fall in the price of coke, and also to cover the 
increase, if there is any, in the joint expenses of production of 
gas and coke. Again, since the rep<^al of the Corn Laws much 
of the wheat consumed in Knglaiid has been imported, of 
course without any straw. This has caused a scarcity and a 
consequent rise in the price of straw, and the farmer who 
grows wheat looks to the straw for a great part of the value of 
the crop. The value of straw then is high in countries which 
import wheat, and low in those which export wheat. In th(i 
same way the price of mutton in the wool-producing districts 
of Australia was at one time very low. The wool was ex¬ 
ported, the meat had to be consumed at home; and as there 
was no great demand for it, the price of the wool had to 
defray almost the whole of the joint expenses of production of 
the wool and the meat. Afterwards the low price of meat 
gave a stimulus to the trade of preserving meat for exporta¬ 
tion, and now its price in Australia is higher. 

There are very few cases of joint products the cost of pro¬ 
duction of Ivjth of wliich together is exactly the same a.s that 
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of owe of them alone. So long as any procluct’of a business lies 
a market value, it is almost sure to have devoted to it some 
special care and expense, which would bo dirain- propor- 
ished, or dispensed with if the demand for that tions of joint 
product were to fall very much. Thus, for instance, generally be 
if straw were valueless, farmers would exert them- 
selves more than they do to make the ear bear as large a 
proportion as possible to the stalk. Again, the importation 
of foreign wool has caused English sheep to bti adapted by 
judicious crossing and selection so as to develop lieavy weights 
of good meat at an early age, even at the expense of some 
deterioration of their wool. It is only when one of two 
things produced by the same*, process is valueless, unsaleable, 
and yet does not involve ai^y expense*, for its removal, that 
there is no inducement to attempt to alter its amount. 

§ 5. We may pass to the pi’oblera of composite supply^ 
which is analogous to that of composite demand, composite 
When a thing has several sources of production, 
its total supply is made up, or compounded, of the supplies 
from all the several sources; and these supplies are rival and 
competitive to one another. Each is likely to bo applied in 
“substitution” for the others; for the principle of substitu¬ 
tion leads every business man to select those means to Ins end 
that are most efficient in proportion to their cost; unless 
indeed he is negligent, or has some independent reason for 
}»referring the more costly one. 

If the causes which govern the production of two of these 
l ivals are nearly the same, they may for many purposes be 
treated as one commodity. For instance, l)eef and mutton 
may be treated as varieties of one commodity for many pur¬ 
poses ; but they must be treated as separate for others, as for 
instance for those in which the question of the supply of wool 
enters. 

Rival things are however often not finished commodities, 
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but factor of production: for instance, there are many rival 
fibres which are used in making ordinary printing paper. We 
have just noticed how the fierce action of derived demand for 
one of several complementary supplies, as e.g. for the supply 
of plasterers’ labour, was liable to be moderated, when the 
demand was met by the competitive supply of a rival thing 
which could be ** substituted ” for it. 

§ 6. All the four chief problems, which have been dis¬ 
cussed in this chapter, have some bearing on the causes that 
govern the value of almost every commodity: and many of 
the most irap('rtant cross connections between the values of 
different commodities are not obvious at first sight. 

Thus when charcoal was generally used in making iron, 
the price of leather depended in some measure on 
intricate reia- tanners petitioned for the 

^iona between exclusion of foreign iron in order that the demand 

the values of ' * ^ i. i . 

different on the part of English iron smelters for oak 

charcoal might cause the production of English 
oak to be kept up, and thus prevent oak bark from becoming 
dear. 

Again, the development of railways and other means of 
communication for the benefit of one trade, as for instance for 
wheat growing in some parts of America and for silver mining in 
others, greatly lowers some of the chief expenses of production 
of nearly every other product of those districts. Again, the 
prices of soda, and bleaching materials, and other products of 
industries the chief raw material of which is salt, move up 
and down relatively to one another with almost every im¬ 
provement in the various processes which are used in those 
industries. And every change in those prices affects the prices 
of many other goods; for the various products of the salt 
industries are more or less important factors in many branches 
of manufacture. 

Again, cotton and cotton-seed oil are joint proflucts, and 
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the recent fall in the price of cotton ia largely due to the im¬ 
proved manufacture and uses of cotton-seed oil: and further, 
iis the history of the cotton famine shows, the price of cotton 
largely affects that of wool, linen and other things of its own 
class. 


15 
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PRIMK AND 'J’O'rAL COST IX UELATir>X TO JOINT PRO¬ 
DUCTS. COST OK MARKETING. INSURANCE AGAINST 
RISK. 

5^ 1. Wk may now return to Uk; eonsulciration of Prime 
ami Supplementary (.'osts, with spticial refiTence 
tot^ejointVo- proper (listi-ibutiori of tlie latt(;r between 

ducts of the tlie Joiiit products of a liusiness, Por instance 
* the .shipowner lias to appoition the* exjienses ot 

liis ship b(jtwe('n liea.vy gmids and g<M)ds tliat are bulky ])ut 
not hea^^^ lie. tries, a.s hir as may be, to get a mixed cargo 
of both kinds; and an iiniiorlant ehanent in the struggle for 
existinice of rival porTs is the disadvantage under wliich those 
}) 0 i*ts lie which are able to otl’cr a cargo only of bulky or only 
of heavy goods ; while a port, whose chief exjiorts are weighty 
but not bulky, attracts to its neighljourhood industries which 
make for (export gmsls that can be shippiMl from it. at low 
freights. 

Prom the expcn.ses of tran.sport we pass easily to those of 
^ , . marketing. Some kinds of gomis are easily mar- 

Difficulties as i i i i 

to the expenses ketcd; there is a .steady demand tor them, and 

of marketing, alway.s .safe to make them for stock. But 

for that very reason comjietition cuts their price “very tine,” 
and does not allow a large margin alx)\() the direct co.st of 
making them. Sometimes the ta.sk.s of making and selling 
them can be rendered almost automatic, so as to require very 
lilthi to be charged on their account under tlie heads of the 
expenses of management and marketing. But in practice it is 
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not inicmnmoii to charge such goods wifcli ov(‘n less than tlie 
small share that would properly fall to them, and to use them 
as a means of obtaining and maintaining a business connection, 
that will facilitate the marketing of other classes of goods, the 
production of which cannot so well be reduced to routine; for 
as t-o tlioso there is not so close a competit.iom Manufacturers, 
especially in trades connected with furniture and dress, and 
r(^iailers in almost all trades, frequently find it best to us(5 
certain of tlnur goods as a means of advertising others, and to 
charge tlm first with less and the second with more than their 
pnopoi’tionate share of Supplementary cixpenses. In the former 
class they put those grxxls which aiv so uniform in character 
and so largely consumed that nearly all purchasers know tlieir 
value well, in the second those with regard to which pur- 
(jhasers think imjre of consulting their fancy than of buying 
at the If)west possibh^ j)rice. 

Economic })i*ogress is consUintly offering now facilities foj’ 
mai'keting gofxls at a distance: it not only lowers Local facilities 
cost of carriage, but what is often more import- for marketing, 
ant, it enables producers and consum^ in distant places to 
get in touch with one another. In spite of this, the advan¬ 
tages of the producer who lives on the spot are very great in 
many trades; t hey often enable him to hold his own against 
competitors at ji distance whose methods of production are 
more economical. He can sell in his own neighbourhood as 
cheaply as they can, because though the cost of making is 
greater ff)r lus goods than for theirs, ho escapes much of the 
cost which they incur for marketing. But time is on the 
side of the more economic methods of production; and his 
distant competitors will gradually get a stronger footing in 
the place, unless he or some new man adopts their improved 
methods, 

A great part of these ejcpenses of marketing results from 
the risk that a thing preparing for a certain market will not 
find the expected sale there. But it still remains to make a 
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si-iKiy of tlio relation in which Insurance against tlie 
risks of a business stands to the supply price of any particular 
commcxlity produced in it. 

§ 2. The manufacturer and the trader cominotily insure 
Insurance against injuiy by fire and loss at sea; and the 
against risk, premiums which they pay are among tlie general 
expenses, a share of which has to be added to the Pi-ime cost, 
in t»rder t-o determine the Total cost of tlieir goods. But the 
greater pai't of business risks are si> ins{j{>arably (connected 
with the general management of the business that an insu¬ 
rance company which undertook them would really make itself 
responsible for the business: and in conse(][uence eveiy firm 
has to act as its ()wn insurance office with regard to them. 
The charges to which it is put under this head are part of its 
general expenses, and a.share of them has to be added to the 
‘ Prime cost of each of its pr<3ducts. 

But there is a danger of allowing for these risks inoi-e than 
once. When a farmer has ciilculated the expenses of raising 
any particular crop with rijfei’ence to an avorag<5 year, h(< 
must not count in addition insurance against tlie risk thal. 
the season may be bad, and the crop a failure: for in taking 
an average yeai*, ho has already S(it off tin; cliances of 
exceptionally good and bad seasons against one another. 
ANTien t.he eiirnings of a ferryman have been calculated on tln^ 
average of a year, allowance has already been made for t-lu' 
lisk that he may .sometimes have to cross the stream with an 
(uiipty boat. 

When a manufacturer has taken the average of his sales 
of dims materials over a long time, and based his future, 
action on 'the results of his past experience, he has already 
allowed for the risks that the machinery will be depreciated! 
by new inventions that will render it nearly obsolete and that 
his goods will be depreciated by changes in fashion. If he 
were to allow separately for insurance against tlnwe ri.sks, he 
would b(? counting the same thing twice over. 
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This discussion of the risks of trade has again bi*ought 
before us the fact tliat the value of a thing, though it tends 
to equal its normal (money) cost of production, does not 
coincide with it at any particular time, save by accident. 
The value in use of a bell with a flaw in it is very little; it 
can be used only as old metal and therefore its price is only 
that of the old metal in it. When it was being cast the 
same trouble and expense were incurred for it as for other 
bells which turned out sound. Its Expenses of production 
were the same as those of sound bells: but they have great 
value in use and are therefore .sold at a high price. The price 
of each particular bell is limited by its value in use: what 
the Law' of Normal Value states is that the price of cracked 
hells and sound bells together must in. the long I'un cover the 
expenses of making bolls. 
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CHAPTER VIII. 

SHORT NOTES ON SEVERAL RRORJ.EMS. 

§ 1. Wk are now at the end of tliat part of the gi;ner(il 
theory of value which can be presented in an easy form. But 
a word or two may bo said hero as to the general drift of a 
few doctrines, the investigation of which belongs to an ad¬ 
vanced course of study. 

« In Appendix C it is shortly argued that the so-called 
“ rent ” of a house, after deducting for the value 
Quaai-renta. which it is built, is really profits 

on capital invested in building: but that such profits, and 
also the profits earned by machinery and other appliances for 
production, have something in them of the nature of rent; 
and that when short periods of time are under consideration 
they may properly be regarded as Qmsi-rents. 

The average income earned by the machinery in normal 
times is pretty sure to be about enough to give a moderate 
return of net profits. For if it gave but a very poor profit, 
capital would leave the trade; and if it gave a very high profit, 
capital would flow into the trade, and by its competition 
bring the rate of profits down to the normal level. But this 
argument assumes that the trade is open. It is not applicable 
to a monopoly. 

§2. A monopolist may be, and often is, influenced by 
many other motives than the immediate desire 
Monopolies. gain. But in so far as he is governed by this 
motive, he will endeavour to keep the price of his commodity 
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at the level which will give him the greatest net reveeiuv If, 
for instance, a stejim-ferry company with a practical monopoly 
of a short cut between a town and its suburb could get 2,000 
passengers weekly at a fare of 3</., 4,000 at 2d.y or 10,000 at 
Id.; and if it calculated that its working expenses would be 
at tlie rate of 2d. for the first number, for the second, 
and ^d. for the thiixl, it would be likely to fix the fare at 2d, 
For the figures would stand thus: 



Number 

Cost per 

Net 

Fare. 

carried. 

head. 

revenue. 

3d. 

2,000 

2d. 

2,000d. 

2d. 

4,000 


3,000d. 

Id. 

10,000 


2,500d. 


Tt would thus get a lughcr njvenue witli a fare of 2t/., 
than with either 3d. or Id. 

If, however, it could be induced to lower its fare to Id?, 
the 4,000 people who had paid the 2d. would gain 4,000d. not: 
and the 6,000 people who would walk round rather than pay 
2d., but would pay Id. rather than walk, would also derive a 
b(!nefit from the change. If wo put the aggregate value of 
this benefit to them at 2,000d., we find that a change which 
took but 500d. from the net income of the ferry company 
would confer 6,000d. worth of benefit, or consumers’ surplus 
as wo have called it, on the public. This case illustrates the 
starting point of many interesting problems^ 

§ 3. The striking features of the cfise of the ferry are 
derived from the fact that a great number of indirect 
passengers can be carried at a lower cost per J-ariatioMin 
head to the company than a small number. And demand, 
it may be observtid that in any branch of production which is 
free from monopoly and in which this rule holds (or in tech¬ 
nical terms which shows a tendency to Increasing Return), an 

^ The practical applications of such lines of reasoning belong to a later 
niuge of economic study; but their leading outlines are shown by aid of 
diagrams iu rnuciplest V. xiv. 
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increased demand is sure to be followed by a fall in supply 
price under the direct influence of competition; and thus 
every additional purchaser confers a benefit on others. Books, 
for instance are made cheaper, to the benefit of all concerned, 
by an increase in the demand for them. But oats are made 
dearer by an increase in the demand for them. If rich men 
kept many superfluous horses, they would make food dearer. 
If instead they bouglit many books, they would enable other 
people to buy more books for a given outlay than before. 
This case also points to many interesting problems^ 

^ The leading outlines of some of tliese sire shown Isy slid of diugrums in 
ViinciphiH, V. xii. and xiu. 
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CHAPTER 1. 

PUKLIMINAUY SIJHVKV Ob’ DISTHUJUTION AND EXCHANUE. 

• 

^ 1. Tiik keynote of tliis Book is in the fact tluib free 
liinnan beings are nob brought up to their woi'k on the same 
principles as a machine, a hoi*se, or a slave. If they were 
there would be very little difference between the 
distribution and the exchange side of value; for Book vi. 
then the return to each agent of production would “ whole, 
only just sulhce on the average to cover its expenses of 
production with wear and tear, etc.;—on tlie average; i.e. 
after allowance had been made for casual failures to adjust 
supply to demand. But as it is, our growing power over nature 
makes her yield an ever larger surplus alx)ve necessari(5s; and, 
though this might be absorbed by a very rapid increase of 
population, yet in fact population in a modern civilized 
country does not increase rapidly up to the means of subsist¬ 
ence; and all save the poorest do in fact enjoy a gh)wing 
surplus above mere necessaries. There remain therefore the 
ipiestions:—What are the general causes which govern the 
iistribution of this surplus among the people? What part 
s played by conventional necessaries, i.e. the Standard of 
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Comfort}? What by tho influeiico wliicli iiujUkkIs of con- 
Mumption and liabits of life ex(^rt on elHcienoy ; by wants 
tn relation to activities, i.e. by the Standard of Life? What 
by the many-sided action of the principle of substitution, 
and by the struggle for survival between hand-workers and 
brain-workers of differemt classes and grades? What by the 
power which the use of capital gives to those in whose hands 
it is? What share of the general flow is turned to remum^- 
rate those who work and “wait/’ as contrasted with those 
who work and consume at once the fruits of their emh^avours ? 
An attempt is mtwle to give a broad answer to these and 
some similar questions. 

The problem of distribution is difficult: no solution of it, 
The problem which is simple. Can be true?. Closer study has 

difficult: shown that what professed to be easy answers 

•illustrations to it, Were really partial answers to imaginary 

needed. questions that might have arisen in other 

worlds than ours in which the conditions of life were 
very simple\ But yet the work done in answering these 
questions was not wasted: for a very difficult problem can 
l)est bo solved by being broken up into pieces; and each of 
these simple questions contained a part of the . great and 
difficult problem which wo have to solve. Let us profit by 
this experience and work our way by successive steps. 

§ 2. Let us begin by studying the influence of demand on 
First all earnings of lalx)ur, drawn from an iipaginary 

supposed world in which everyone owns the capital that 

equaland^^ aids him ill his labour; so that the problem of 

interchange- relations of capital and labour does not arise 

able: popula- i i t i i 

tion station- in it. That is, let US suppose that but little capital 

is used; while everyone owns whatever capital he 
does use, and the gifts of nature are so aliundaiit that they are 
free and unappropriated. Ijet us suppose;, further, that everyone 
is not only of equal capacity, but of eepial willingness to work, 
1 Cuuiparo Appendix D. § 1. 
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!ui(l in fact work equally haifl: also that all work is un¬ 
skilled, -or rath(i)- unspecialized in this sense, that if any two 
people were to cluinge occupations, eacli would do as much and 
as goofl work as the other had done. Lastly, let us suppose that 
everyone produces tilings ready for sale without aid, and that 
lie hiiuself disposes of them to their ultimate consumers: so 
that the demand for everything is direct. 

In this case the problem of value is very sinqile. Things 
(exchange for one another in proportion to the labour spent 
in producing them, if any one thing runs short in supply, 
ij; may for a short time sell for more tlian its normal price : 
it may exchange for things the production of which had 
required morii labour than it had; but, if so, people will 
at otice leave other work to pi*oduco it, and in a vei’y short 
time its value will fall to the normal level. Therefore, thougli 
tliere may be slight temporary disturbances, yid as a ruk 
everyone’s earnings will be equal to those of evi'ryono else. In 
otlier words, each will have an equal share in the net sum 
total of things and scuwices produced ; or, as wi? may say, 
the I’eal jVaticmal Irwoine or Dividend. Tliis will (-(.jnstitutc 
the demand foi* lal)()ur; and ma 3 f be called the common 
Wages-Fund or Earnings-Fimd, or better still Earnings- 
strciam; since a Eund fails to sugg(‘st the constant flow of 
new goods into the world througli supply, which flow out 
again tlirough demand and consumption. 

If a iu?w inventiort should double the efficiency of work in 
any ti*ade, so tliat a man can make twice as many things of a 
certain kind in a y(;ar without requiring additional appliances, 
then those things will fall to half their old exchange value. 
The effective demand for everyone’s labour will be a little 
increased ; and the share which he can draw from tlie common 
earnings-stream will be a little larger than before. }Ie may if 
he chooses take twice as many things of this particular kind, 
together with his old allowance of other things : or he may 
take somewhat more than bdore of everything. If tliere lui an 
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ill tlio erticieiioy of production in nuiny ti'ad(‘s, tlio 
common earnings-stream or dividend will be considerably 
larger; the commodities produced by those trades will be 
given more largely in exchange for those produced by other 
trades; and this will of course increase the purchiising power 
of everyone’s earnings. 

§ 3. Nor will the position be greatly changed if we 
suppose that some specialized skill is required in each trade, 
provided other things remain as before: that is, provided the 
workers are still supposed to be all of equal capacity and 
Nextaup- industry, and all trades to be equally agreeable 
each hM hiti equally easy to be leai nt. The normal rate 

own trade. of eamings will ‘Still be the same in all trades; 
for if a day’s labour in one trade produces things that sell for 
more than a day’s labour in others, and this inequality shows 
my signs of lasting, people will bring up their children by pre¬ 
ference to the favoured trade. The productive power of the 
community will have been increased by the division of labour; 
the common National Dividend or Earnings-stream will be 
larger; and as, putting aside passing disturbances, all will 
share alike in it, each v^dl be able to buy with the fruits of 
his own labour things more serviceable to him than he could 
have produced for himself. 

In this stage, as in those considered beiore, \i is stb\ true 


vn\\ie oi each thing corresponds closely to the amount 


nf latxmr Mpont upon ft ; and that tlio earnings of 
»r„ ^.ver.“,d Himply by (he b.,u„ty of nature 

of the arts of production. 


everyone 

progress 


§ 4. Next, let u.s ^ the Mueuce of changes in the 
Next, allow numbers of the population on them earn/ngs' We 

I* of the sume 

grade; so tha^ as m the last section, the normal 
rate Of earnings will still be the same in aJl trades; W..,se, 


^ It will lie recoUoctetl that 
tioii is to be reckoned wifii 
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if a day's lalK)ur in oiio trade produced things that sold foi- 
more than a day’s labour in others, and this inequality showed 
any signs of lasting, people would bring up their children by 
preference to the favoured trade. In this case then, as before, 
the national income will be divided out equally to each family, 
save for some slight passing inequalities; and, therefore, every 
improvement in the arts of production or transport, eveiy new 
discovery, every new victory over nature will increase equally 
the comforts and luxuries at the command of each family. 

But this case diflers from tlui last; because in this case, 
tjie increase of population, if maintained long enough, must 
ultimatfdy outgrow the improvements in the arts of production, 
and cause the law of diminishing return to assert itself 
in agriculture. That is to say, those who work on the land 
will get less wheat and other produce in return for their labour 
and capital. An hour’s labour will represent a less quantity 
of wheat than before throughout the agricultural trades, and 
therefore throughout all other trades; since all labour is of 
t he same grade, and earnings are therefore as a rule equal in 
all trades. 

Further we must note that the Surplus or rented value of 
land will tend to rise. For the value of any kind of produce 
must equal that of the labour, aided on our supposition by a 
uniform quantity of capital throughout, which is required to 
produce it on the margin of cultivation*. More labour and 
capital than before will be needed to raise a quarter of 
wheat &c. on the margin; and therefore the wheat &c., which 
is retunied by nature to the labour applied under advan¬ 
tageous circumstances, will have a higher value relatively to 

.section apply to any growth of population however caused, for instance to one 
caused by advance of medical science, and a consequent lessening of the deatli 
rate. 

^ The marginal application of labour may be on laud that will barely repay 
any labour at all; or it may be that cultivation of fertile land which is only 
just remunerative. See Book iv. Ch. lit. § 2. 
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tlu?rb labour and capital than before: or, in other words, it will 
yield a larger surplus value over that of the labour atul capital 
used in raising it. 

This surplus will go to the private owiku* of tlie land, 
if there is one: though of course it might conceivably be 
appropriated to public uses: or conceivably everyone might 
liave an cf[ual sliare of laud. 

§ 5. Let us now drop the supposition that lal)our is so 
Next allow for ensure equal remuneration for equal 

differences In efforts, throughout the whole of society ; and let 
us approach much neanu* to tlie actual condition 
of life by supposing that la])our is not all of one industrial 
grade, but of several. Lt_‘t us .suppose that parents always 
bring up their children to an occupation in their own grade; 
that tliey have, a free choice within that gnwle, but not outside 
it. Ill the next chapter we shall have to consider what causes 
are likely to govern the increase of numbers in each grade; 
but wliatever lie those causes, it is clear that the share of each 
of the members of any grade, or other industrial compartificnt, 
will be the higher, the fewer the number of those members 
and the greater the need*for their services on the part of the 
community and especially of rich people. 

Suppose for instance artis'ts to form a grade or caste by 
themselvc.s; then their earnings will be governed, partly by 
their own numbers, partly by the resources which the popula¬ 
tion have available for spending on such gratifications as 
artists can supply for them, and partly by their desire for 
such gratifications. 

§ 6. Wo may now leave the imaginary world, in which 
Wc return to every one owns the capital that aids him in 
reaiiife,but work; and n^turn to our own, where the 

consider only , ^ ’ 

demand. relations of labour and capital play a great part 
in the problem of distribution; and whore the action of eco¬ 
nomic forces is largely directed by a set of men wlio specialize 
tlieiiisiilves in the organization of business. 
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It is chiefly their agency in the nifKleni world which 
justifies the common sayings of every-day life, Principle of 
that “every thing tends to find its own level,” f^pUed^inthe 
that “ most men earn just about what they are common^say. 
wortli,” and “ if one man can earn twice as much bi«inMs " 
as anotlier, tliat shows that his work is worth findTits own 
twice as much,” that “machinery will displace level, 
manual labour wlienever it can do the work cheaper.” If 
tluu’e ai e two methods of obtaining the same result, one by 
skilled and the other by unskilled labour, that one will be 
adopted which is more cRicient in proportion to its cost. 
There will h) a margin on which eitlier will be indifferently 
applied, and on that margin the ciliciency of each will be in 
proportion to its cost. 

Again, thero will lie a rivalry between hand-power and 
machine-power similar to that between two different kinds* 
of hand-power or two different kinds of machine-power. 
Thus hand-power has the advanUige for some operations, as, 
for instance, for weeding out valuable crops that luive an 
irregular growtii; horse-power in its turn has a clear advan¬ 
tage for weeding an ordinary turnip^eld; and the applicar 
tion of each of them will be pushed till any further use of it 
would bring no net advantage. On the margin of indifference 
as between hand-power and horse-power their prices must bo 
proportionate to their efficiency; and thus the principle of 
Substitution will have established a direct relation between 
the wages of labour and the price that has to be paid for 
horse-power h 

1 Sfte ulxjve, Book v. (-'h. iii. and iv. It will be remembered that, so far 
as tile knowledge and business euterj^riso of the producers reach, they will in 
each case choose those factors of production which are best for their purpose: 
the sum of the prices which they pay for those factors which are used is, as a 
rule, loss than the sum of the prices which they would have to pay for any 
other set of factors which could be substituted for them: whenever it appears 
to the producers that this is not the case, they will, as a rule, set to work te 
substitute the less expensive method. The margin of profitableness is not to 
be regarded as a more point on any one fixed line of possible investment; but 
as a boundary lino of irregular shape cutting one after another every possible 
line of investment. See tispecinlly pp. 195,1%, 205, 200. 
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As a ruio many kinds of lalx>iir, of raw material, of 
machinery and other plant, and of business organization both 
internal and external, go to the production of a commodity: 
and the advantages of economic freedom are never more 
strikingly manifest than when a business man endowed with 
genius is trying expc^riments, at his own risk, to see whethtn* 
sonie new method, or combination of old methoils, will b(^ 
more efficient than the old. 

Every business man indeed is constantly endeavouring 
to obtain a notion of the relative efficiency of every agent of 
production that he employs; as well as of others that might 
possibly be substituted for some of them. He 
Net product, egf^imates as best he can how much net product 
will be caused by a certain extra use of any one agent. By 
net product is meant net Jiddition to the total value of his 
product, after deducting for any extra expenses that may bo 
indirectly caused by the change, and adding for any incichmt/il 
savings. He endeavours to employ each agent up to that 
margin at which its net product would no longer exceed the 
price he would have to pay ior it; ho works generally by 
trained instinct rather than fonnal calculation; and it would 
be too long a t<isk here to write out in slow reasonings th(i 
quick thoughts that pass through his mind. But all his 
reckonings are substantially similar to those which lie 
makes in the case in which he is in doubt whether he has 
enough lalxjur to turn his stock, machinery and other trade 
appliances to good account j and whether he could not, by 
hiring one more man, increase the production by more than 
the equivalent of his wages, without having to supply ad¬ 
ditional capital in any other way 

§ 7. 8o far we have considered chiefly the demand for 
labour. But it may be well to push a little further our 
illustration of the nature of the demand for capital for any 
use; and to obseiwe the way in which the aggregate demand 
for it is made up of the demands for many different uses. 
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To lix tho ideas, let us Uiko some particular trade, say 

tliat of liat-makiug, and inijuire what determines mustration of 

the amount of capital which it absorbs. Sap- the demand for 
, 1 1 ^ • . o capital in a 

pos(5 tliat tho I’ato of interest is 3 per cent, per particular 

annum on perfectly good security; and that tho 
hat-making trade absorbs a capital of one million pounds. 
This implies that there is a million pounds’ worth of capital 
wliicli the hat-making trade can turn to so good account that 
they would pay 3 pen* cent, per annum 7Let for the use of it 
rather than go without it. 

. Some tilings are necessary to those engaged in th(5 trade; 
tluy must have not only some food, clothing, and house-room, 
}.)ut also some Circulating capital, such tis raw material, and 
some Fixed capital, sucli as tools and perhaps a little ma¬ 
chinery. And thougli competition prevents anything more 
than the ordinary trade prolit being got by tho use of thisf 
necessary capital; yet the loss of it would be so injurious that 
thosl^ in tlie tra<le would liavo been willing to pay 50 per cent, 
on the capital, if they could not have got tlie use of it on 
easier terms. There may be other machinery which the trade- 
would liave refused to dispense with ii^the rate of interest had 
been 20 per cent, per annum, but not if it had been higher. 
If the rate had been 10 per cent., still more would have been 
used; if it had been 6 per cent., still more; if 4 per cent., 
still more; and finally the- rate being 3 per cent, they use 
more still. When they have this amount, the marginal utility 
of the machinery, i.e. the utility of that machinery wliich 
it is only just worth their while to employ, is measured by 
3 per cent. 

A rise in the rate of interest would diminish their use 
of machinery; for they would avoid the use of all that did 
not give a net annual surplus of more than 3 per cent, on its 
value. And a fall in the rate of interest would lead them to 
demand the aid of more capital, and to introduce machinery 
which gave a net annual surplus of something less than 3 per 
M. - Ifi 
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cent, on its value. Again, the lower the rate of interest, the 
more substantial will bo the style of building used for tin', 
liat-making factories and the homes of the hat-makers; and 
a fall in the rate of interest will lead to the employment of 
more capital in the hat-making trade in the form of larger 
stocks of raw material, and of the finished commodity in the 
hands of retail dealers’. 

Tho methods in which capital will bo applied may vary 
Variety in much even within the same trade. Each under- 
demSfor^ taker having regard to his own means, will push 
capital. the investment of capital in his business in eaich 

several direction until what appears in his judgment to be the 
jnargin of profitableness is reached; and that margin is, as we 
have said, a boundary line cutting one after another every 
possible line of investment, and moving irregularly outwards 
' in all directions whenever thei'e is a fall in the rate of interest 
at which extra capital can be obtained. Thus the demand for 
the loan of capital is the aggregate of the demands of all 
individuals in all trades; and it obeys a law similar to that 
which holds for the sale of commodities; just as there is a 
certain amount of a commodity which can find purchasers 
at any given price, and when the price rises the amount 
that can be sold diminishes, so it is with regard to the use 
of capital. 

And as with borrowings for productive purposes, so with 
those of spendthrifts or Governments who mortgage their future 
resources in order to obtain the means of immediate expendi¬ 
ture. It is true that their actions are often but little governed 
by cool calculation, and that they frequently decide how much 
they want to borrow with but little reference to the price they 
will have to pay for the loan; but still the rate of interest 
exercises a perceptible influence on borrowings even of this 
kind. 

1 Ou Jevoiis’ (luctriiio of tho “Advuiitaffo of Capital to Industry,’' soo 
Pn net idea y Ed. in. p. 487. 
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g 8. To sum up the whole in a comprehensive, if difficult, 
siatcijiojit:—Kvcry agent of production, land. Provisional 
machinery, skilled labour, unskilled labour, &c., conclusion, 
lends to l)(^ applied in production as far as it profitably can 
be. If employers, and other business men, think that they 
e:in get a better result by using a little more of any one agent 
will do so. In this they do on a large scale just what we 
ha ve se(m the housewife doing on a small scale ; they estimate 
( lie net product (tliat is the net increase of their total output 
aflei’ allowing for incidental expenses) that will be got by a 
little- more outlay in this direction, or a little more outlay in 
( hat; and if they can gain by shifting a little of their outlay 
from one dinn'-tiou to another, they do so’. 

Thus t-lieu tlie uses of each agent of production aro 
gov(M*iied l^y the general conditions of demand in 
i-clation to supply: that is, on the one hand by 
the urgency of all the uses to which the agent 
can he put, taken together with the means at 
tlio command of those who need it; and, on the 
t)tlier hand, by the available stocks c^f it And 
equality is maintainexl between its values for each 
use by the constant tendency to shift it from 
uses, ill which its services are of less value 

1 It uiay be well to compare step by step the case of the housewife, dis* 
tributiijg her wool between its various uses for direct domestic consumption, 
and the capitalist employers distributing the general resources of the com- 
nmuity in pro<luction, and for ease of comparison the opening paragraph of 
B(>ok III, Ch. V. is reproduced here:—The primitive housewife finding that she 
has a limited number of hanks of yarn from the year’s shearing, considers aU 
the domestic wants for clothing and tries to distribute the yarn between them 
in such a way as to contribute as much as possible to the family well-being. 
Hlie will think she has failed if, when it is done, she fias reason to regret tliat 
she did not apply more to making, say socks, and less to vests. That would 
mean that she had miscalculated the points at which to suspend the making 
of socks and vests respectively; that she bad gone too far in the case of vests, 
uiid not far enongli in that of swks; and that therefore at the points at whicli 
nbc actually did skip, the utility of yarn turned into socks was greater than 
Ibat of yam turned into vo.sts. But if, on the other hand, she hit on the 
I'iyht points to stop at, then she made just *m) many socks and vests that slit* 

16—2 
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to othoi-s ill which they uro of greater value, in accordance 
with the principle of substitution. 

If less use is made of unskilled labour or any agent, the 
reason will be that at some point at which people wore on 
the margin of doubt whether it was worth while to use that 
agent, they have decided that it is not worth their while. 
That is what is meant by saying that we must watch the 
rrixirginal uses, and the 'inargiwil efficiency of each agent. 
We must do so, simply because it is only at the margin that 
any of those shiftings can occur by which changed relations of 
su|)ply and demand manifest themselves'. 

ffofc Hii (iqual amount of |»oo<l out of the last huiullo of yarn that she applied to 
socks, and the last she applied to vests. 

1 Some ci'itics of tlie modem doctrine of value liavo luisnnderstood its 
character and supposed that it represents the marginal use of a thing as 
^qovenditg the value of the whole. It is not so; tlie modern doctrine says wo 
must go to the. margin to study the action of those forces which govern the 
value of the whole: and that is a very different affair. Of eourse tlie witli- 
drawal of iron from any of its neces.sary uses would have ju.st the same 
influence on its value as its withdrawal from its marginal nses; in the same 
way as, in the case of a boiler for cooking under high pressure, the pressure in 
the boiler would be affected by the escape of any other steam just as it would 
by the escape of the steam iiif-me of the safety valves. But in fact the steam 
does not escape except through the safety valves; and iron, or any otlw'.r 
agent of production, is not thrown out of use except at point.s on its marginal 
uses. 

The do<5triuc of net product is full of difficulties whish cannot he adequately 
treated in a sliort treatise. Tliey are discussed in Pnnciples (fifth edition), 
V. VIII—XI and i. 
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CHAPTER IL 

PRELIMINARY SURVEY OF DISTRIBUTION AND EXPHANUE, 
CONTINUED. 

§ 1, In the last chapter we confined our attention to the 
manner in which the national income is distributed amon^ 
the various agents of procluction, in accordance with the 
quantity of each agent, and the services which it renders. 
We have now to consider the other side of the problem, viz. 
the influence which the remuneration of each agent exerts on 
the supply of that agent. ^ 

When a man is frcvsh and eager, and doing work of his 
own choice, it really costs him nothing. For as 
some socialists have urged with pardonable (^x- yields 
aggeration, few people know how much they 
enjoy moderate work, till something occurs to prevent them 
from working altogether. But rightly or wrongly, most 
persons believe that the greater part of the work which 
they dc, when earning their living, yields them no surplus 
of pleasure; but on the contrary costs them something. They 
are glad when the hour for stopping arrives: perhaps they 
forget that the earlier hours of their work have not cost them 
much as the last 

The longer a man works, or even is on duty, the greater 
is his desire for a respite, unless indeed he has become 
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Increased 

remuneration 

generally 

stimulates 
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niniilM'd liy his work ; while every hour’s additioiuil work 
gives liiiii more pay, and brings him nearer to 
the stiige at which his most urgent wants are 
satisfied; and the higher the pay, the sooner 
this stage is reached. It depends then on the 
individual, whether with growing pay new wants 
arise, and new desires to provide comforts for others or for 
liiinself in after years; or he is soon satiated with thos(5 
enjoyments that can be gained only by work, and then craves 
more rest, and more opportunities for activities that ai’e them¬ 
selves pleasurable. No universal rule can be laid down; but 
experience seems to show that tho more ignorant and phleg¬ 
matic of races and of individuals, especially if they live in a 
southern clime, will stay at their work a shorter time, and 
will exert themselves less while at it, if the rate of pay rises 
.so as to give them their accustomed enjoyments in return for 
less work than before. But those whose mental horizon is 
wider, and who have moi*e firmness and elasticity of character, 
will work the harder and the longer tho higher the rate of 
pay which is open to them; unless indeed they prefer to 
divert their activities to higher aims than work for material 
gain. But this point will need to be discussed more fully 
under the head of the influence of progress on value. On the 
whole then we may conclude that increased remuneration 
causes an immediate increase in the supply of efficient work, 
as a rule; and that the exceptions to this rule, though 
significant, are seldom on a large scale. 

§ 2. When however we turn from the immediate influenct^ 
exerted by a rise in wages on the work done by an individual 
to its ultimate effect after a generation or two, the result is 
less uncertain. It is indeed true that, though a 
temporary improvement will give a good many 
young people the opportunity to marry and set 
up house, for which they have lieen waiting; yet 
a jwrmanent incrt'jisc'. of prosperity is quite as 
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likoly to lower as to raise the birth-rate. But on the othfi- 
liancl, an increase of wages is almost certain to diminish tin* 
(loath-rate, unless it has been obtained at the price of th(' 
nogl(!ct by mothers of their duties to their children. And 
the case is much stronger when we look at the influence of 
liigh wages on the physical and mental vigour of the coming 
generation. 

For thei ‘0 is a certain consumption which is strictly 
necessary for each grade of work in this sense, that if any of 
it is curtailed the work cannot be done efficiently : the adults 
might inde.(^d take good care of tlmmselv(i.s at the expense of 
their children, but that would only defer the decay of effici- 
(Micy for one generation. Further, there are conventional 
necessaries, which are so strictly demanded by custom and 
habit, that in fact people generally would give up much of 
their necessaries, strictly so calhul, rather than go without the^ 
greater part of these. Thirdly, there are habitual comforts, 
which some, though not all, would not entirely relinquish even 
when hardly pressed. Many of these conventional necessaries 
and customary comforts are the embodiment of material and 
moral progress, and their extent var^s from ago to age and 
from phice to place. The greater they are, the less economical 
is man as an agent of prcxluction. But, if they are wisely 
chosen, the greater they are the better for man; and that is 
the important matter. For man liimself is always tlie soit' 
end of production. 

Any incimso in consumption that is strictly necessary to 
efficiency pays its own way and adds to, as much as it draws 
from, the national dividend. But an increase of consumption, 
that is not thus necessary, can be afforded only influence 
through an increase in man’s command over 
nature: and that can come about through ad- ofeamings. 
Vance in knowledge and the arts of production, through im¬ 
proved organization and accass to larger and richer sources 
•jf raw material^ and lastly through the growtli of capital 



24S ’ * PQOK vr. CH. II. § 2. 

and tljo inatorial moans of attaining dosirotl ends in any 
fonn. 

Thus the question how closely the supply of labour 
responds to the demand for it, is in a great measure resolved 
into the question liow great a part of the present consumption 
of the peophi at large consists of necessaries, strictly so 
called, for the life and efficiency of young and old ; how much 
consists of conventional necessaries which fclu’ioretically could 
be dispensed with, but prfictically would preferj*ed by the 
majority of the people to some of those things that were really 
necessary for efficiency; and bow much is really superfluous 
regarded as a mcians towards production, though of course 
part of it may be of supreme importance regarded as an end 
in itself. 

The earlier French and English economists classed nearly 
^all the consumption of the working classes under the first 
headk They did so, partly for simplicity, and partly because 
those classes were then poor in England and very poor in 
France; and they inferred that the supply of labour would 
correspond to changes in the effective demand for it in the 
same way, though ofcourse not quite as fast as that oi 
machinery would. And an answer not very diflerent from 
theirs must be given to the question with regard to the less 
advanced countries even now. For throughout the greatei 
part of the world the working classes can afford but few 
luxuries and not even many conventional necessaries; and 
any incrocose in their earnings would result in so great an 
increase of their numbers as to bring down their earnings 
(juickly to nearly the old level at their mere expenses of 
rc^aring. Over a great part of the world wages are governed, 
nearly after the so-called iron or brazen law, which ties them 
close to the cost of rearing and sustaining a rather inefficient 
class of lalwmrers. 

As regards the modem western w(»rld the answer is 
^ Cuiiiparc ApjHJUilix h. § I. 
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niaierially diffen'.nt; so great has been fclio recent advance in 
knowledge and freedom, in vigour and wealtli, and in tlie 
o/isy access to rich distant fields for the supply of food and 
raw inatcirial. But it is still true even in England to-day 
that much the greater part of the consumption of the main 
body of the population conduces to sustain life and vigour; 
not pcu’haps in the most economical manner, but yet without 
any great w.iste. Doubtless some indulgenc<;a are positively 
harmful; but these an? diminishing ndatively to the rest; 
the chuif exception perhaps b(‘ing that of gambling. Most 
of that expenditure which is Tiot strictly economical as a 
means towards efUciency, yet helps to form habits of ready 
resourceful enterprise, and gi\’es that variety to life without 
which men become dull and stagnant, and achieve little 
f-hougli they may plod much ; and it is well recognized that 
even in western countries skilled labour is generally the 
cheapest wlujre wages are the highest. It may be admitteS 
that the industrial development of Japan is tending to show 
that some of the more expensiv(? conventional necessaries 
might conceivably be given up without a cornjsponding 
diminutioTi of efficiernjy; but, though this experience may be 
fruitful of far-reaching results in the future, yet it has little 
bearing on the past and the {)resent. Ft remains true that, 
taking man as ho is, and has l)e?en hitherto, in the western 
world the earnings that an? got by efficient labour are not 
much above the lowest that arc needed to covei* the expenses 
of Hearing and training efficieiit workers, and of sustaining 
and bringing into activity their full energies h 

1 On all loeonuaivoa there is some brass or copper work desijjned partly 
for ornament, and Avliicli could be omitted or displaced without any loss to the 
efficiency of the steam-engine. Its amount does in fact vary with tlie taste of 
the officials who select the patterns for the engines of different railways. But 
it might happen that custom required such oxiKjnditure; that the custom would 
not yield to argunn'ut, and that the railway companies could not ventiu-e to 
offend against it. In tliat case, whoji dealing with periods during which the 
custom ruled, Ave should have to include the emst of that uruainental metal 
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AVe conclude then that an increJiHe of wages, uiilesa earned 
under unwholesome conditions, almost always increases the 
strength, physical, mental and even mora] of the coming 
generation; and that, other things being equal, an increase 
in the earnings that are to be got by labour increases its rate 
of growth; or, in other words, a rise in its demand price 
increases the supply of it. If the state of knowlc^dge, and 
of social and domestic habits l)e given; then the vigour of 
the people as a whole if not their numl)ers, and both tlu^ 
numbers and vigour of any tnide in particular, may be said 
to have a supply price in this sense, that there is a certain 
level of the demand price which will keep them stationar}^; 
that a higher price would cause them to increase, and tlnit 
a lower price would cause them to decrease. 

Thus again we see that demand and supply exert equally 
important influences on wages; neither has a claim to pre- 
Twofoid donunance; any more than has either blade of a 
influences pair of scissors, or either pier of an arch. Wages 

and supply tend to equal the net product of labour; its 
on wages. marginal productivity rules the demand price for 
it; and, on the other side, wages tend to retain a close though 
indirect relation with the cost of rearing, training and 
sustaining the energy of efficieiit labour. Thus the supply- 
price and the demand-price of labour tend to be equal: wages 
are not governed by demand-price nor by supply-price, but 
by the whole set of causes which govern demand and supply. 

§ 3. To pass to the material agents of production —We 
have seen how the accumulation of capital is governed by a 
great variety of causes: by custom, by habits of self-control 
The supply realizing the future, and alxjve all by the 

of capital. power of family affection: security is a necessary 
condition for it, and the progress oi knowledge and intelligence 

work iu the cost of producing a certain amount of locomotive horse>power, on 
the same level with the cost of the piston itself. And there are many practical 
problems, especially such as relate to periods of but moflerate length, in which 
^Uventional and real necessaries may be placed on nearly the same footing. 
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furthers it in many ways. But though it is affected by many 
causes otlier than the rate of interest; and tliough the 
saving of some people is but little affected by the rati) of 
interest, while a few wlio have deti^rmined to secure an 
income of a certain fixed amount for themselves or their 
family will save less with a high rate than with a low rate 
of intorast; yet a strong balance of evidence seems to rest 
with the opinion that a rise in the rate of interest, Or 
demand-price for saving, tends to increase the volume of 
saving'. 

Thus then interest, being the price paid for the use of 
capital in any market, tends towards a level such that the 
aggregate demand for capital in that market, at interest 
that rate of intei*est, is equal to the aggregate governed 
stock forthcoming there at that rate. If the of 
market, which wo are considering, is a small demand, 
one—say a single town, or a single trade in a progressive 
country—an increased demand for capital in it will be 
promptly met by an increased supply drawn from surrounding 
districts or trades. But if we are considering the whole 
world, or even the whole of a larg^ country as one market 
for capital, we cannot regard the aggregate supply of it as 
altered quickly and to a considerable extent by a change in 
the rate of interest. For the general fund of capital is the 
product of labour and waiting; and the extra work, and the 
extra waiting, to which a rise in the rate of interest would 
act as an incentive, would not quickly amount to much as 
compared with the work and waiting, of which the total 
existing stock of capital is the result. An extensive increase 
in the demand for capital in general will therefore be met for 
a time not so much by an increase of supply, as by a rise in 
the rate of interest; which will cause capital to withdraw 
itself partially from those uses in which the need for it is 
least urgent. It is only slowly and gradually that the 
1 Boft Book IV, Ch, VII. Humiiiari7.e(l in § G, 
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rise in Mte mle of int(n*(?st will inoivuse the stock of 

caj)ital. 

§ 4. \V(; here take “Land” to inelude all those! agents of 

production which are supplied freely hy nature in quantities 
Land is on ne^ds. And land is on a different 

a different f<x)ting from man himself and those agents of pro- 
other agents ductioii whicli are made hy man; among which 
of production. improvements made by him on the 

laud itself. For while the .suppli(;s of all other agents of 
production i-espond in various degrees and various ways to 
the demand foi* their services, land makes no such response. 
Thus an excepi/ional rise in the earnings of any class of 
labour, timds to incroasi^ its numlMn’.s, or efficiency, or lx)th; 
and the increase in tiio supply of efficient work of that class 
tends to cheapen the services which it renders to the com¬ 
munity. If the increase is in their numlxirs then tlie rate of 
earnings of each will tend downwards towards the old hivel. 
But if the increase is in their efffideiicy; then, though they 
will probal)ly earn more per head than before, the gain to 
them will come from an increased national dividend, and will 
not be at the expense of ^other agents of production. And the 
same is true as regards capital: but it is not true as regawls 
land. While therefore the value of land, in common with the 
values of otlun* agents of production, is subject to those 
influences which were discussed towards the end of the pre¬ 
ceding cliapter; it is not subject to those which have been 
l)rought into the reckoning in the present discussion. 

§ 5. To conclude this stage of our argument: -The net 
aggregate of all the commodities produced is itself the true 
source from which flow the demand prices for all these com¬ 
modities, and therefore for the agents of production used 
ill making them. Or, to put tlie same thing in another way, 
this national dividend is at once the aggregate net product of, 
and the sole source of payment for, all the agents of pro¬ 
duction within the country; it is divided up into earnings of 
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Iribuur; intemsfc of capital; and lasi.ly ilio pnMhuior’s surplus, 
or nuit, of land. It constitutes the whole of The earnings 
tljcni, and the wliole of it is distributed among of the several 
tlieiu; and the larger it is, the larger, otlu'r production, 
things l)eing ecpial, will be the share of (‘ach of then mafg'inal 

them. It is distributed among them, speaking services, 

. . , 1 1 • 1 1 exhaust the 

gcmerall}’^, in jiroportion to the nei'd which poopl<^ national 

have h)r their sevt'ral sei'vice.s— i.H. not- the total ‘^’vidend, 
need, but- tln^ inaryinal need. By this is m(*ant the ne(‘d at 
that point, ;it which people are inditlerent whether* they 
pjirchase a litth; more of the servic<;s (or the fruits of the 
sm’viees) of oik? agent, or devote further resources to purchasing 
the s(;i*vic(vs (or* the fruits of the services) of other agents. 

Oth(U’ things Ireing espial, each agent is likely to iiicveas(‘ 
the faster, the larg(*r the shai'e which it g(*t-s, unless indeed 
it is not capalde of being incr(?ased at all. But every suc^ 
incimse will do .something towards lilling up the more urgent 
needs for* that agent; and will thus lc.ssen the marginal need 
for it, and low(!r the price at wliicli it ca-n lind a market. 
That is to say, an increase? in the proportionate share, or rate 
of remuneration, of any a§ent is likely to bring into play 
force.s, that will reduce that share, and l(*ave a larger pro¬ 
portionate share of the dividend to be sliared among others. 
This retle.v action may be slow. But, if th(?re i.s no A iolent 
change in the arts of production or in the general economic 
condition of .society, the supply of each agent will be closely 
governed by its cost of production: account being taken of 
those conventional necessaries, which constantly expand as 
tlic growing richness of the national incomi? yields to one 
class after another an increasing siii^jlus above the more 
nece.s.saries for efficiency. 

§ 6. In studying the influence which increased efficiency 
and increased earnings in one trade exert on the condition of 
others we may start from the general fimt that, other things 
being equal, the larger the supply of any agent of production, 
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the further will It have to push its way into uses for which 
Increase of it 13 not specially fitted; the hwer will be the 
benefl^s*'^ demand price with which it will have to be con- 

most others. tcnt(id in those uses in whicli its employment is 
on the verge or margin of not being found profitable; and, in 
so far as competition equalizes the price which it gets in all 
uses, this price will be its price for all uses. The extra pro¬ 
duction resulting from the increase in that agent of production 
will go to swell the national dividend, and other agents of 
production will benefit thereby: but that agent itself will 
have to submit to a lower rate of pay. 

For instiince, if without any other cliange, capibil in¬ 
creases fast, the rate of interest must fall; if without any 
other change, the number of those re^idy to do any particular 
kind of labour increases, their wages must fall.' In either case 
>here will result an increased production, and an increased 
national dividend: in either case the loss of one agent of 
production must result in a gain to others; but not neces¬ 
sarily to all others. Thus an opening up of rich quarries of 
slate or an increase in numbers or efficiency of quarrymen, 
would tend to improve tlie houses of all classes; and it would 
tend to increase the demand for bricklayers’ and carpenters’ 
labour, and raise their wages. But it would injure the makers 
of roofing tiles as producers of building materials, more than 
it benefited them as consumers. The increase in the supply 
of this one agent increases the demand for many othel’S by a 
little, and for some others by much; but for some it lessen.s 
the demand. 

§ 7. Now we know that the wages of any worker, say for 
instance a shoeraakerf tend to be equal to the net product of 
his labour; and that since the wages of all workers in the 
Dependence same grade tend to be equal to one another, 
thrSficfency therefore in a- state of equilibrium every worker 
of labour. will be able with the earnings of a hundred ^ys’ 
lalx)ur t() buy the net pro<iucts of a hundred days’ lalidur 
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of other workers in the saiue grade with himself: lie may 
select them in whatever way he chooses, so as to make up 
that aggregate sum. 

If the normal earnings of workers in another grade are 
half as high again as his own, the shoemaker must spend 
three days’ wages in order to get the net product of two days’ 
labour of a worker in that grade ; and so in proportion. 

Thus, other things being equal, every increase in the net 
efficiency of labour in any trade, including his own, will raise 
in the same proportion the real value of that part of his 
wages which the shoemaker spends on the products of that 
trade; and other things being equal, the level of the real 
wages of the shoemaker depends directly on the average 
efficiency of the many various industries, including his own, 
which produce those tilings on which he spends his wages. 
If any tnwle rejects an improvement by which its efficiency 
could be increased ten per cent., it inflicts on the shoemaker 
an injury measured by ten per cent, of that part of his wages 
which he spends on the products of that trade. But an 
increased efficiency on the part of workers, whose product.s 
compete with his own, may injure Him temporarily at least, 
especially if ho is not himself a consumer of those products. 

Again, the shoemaker will gain by anything that change.s 
the relative positions of different grades in such a way as to 
raise his grade relatively to others. He will gain by an in¬ 
crease of medical men whose aid he occasionally 
needs. And he will gain more if those grades between 
which are occupied chiefly with the tasks of 
managing business, whether manufacturing, trading, or any 
other, receive a great influx from other grades: for then 
the earnings of management •will be lowered permanently 
relatively to the earnings of manual work, there will be a 
rise in the net product of every kind of manual labour; and, 
oth^r things being equal, the shoemakt;r will get more of 
every commodity on which he spends those wages that repre¬ 
sent his own net product. 
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§ 8. The process of substitution, of which we liave iK^en 
discussing the tendencies, is one form of competition; and 
it may be well to insist again that wo do not assume that 
competition is perfect. Perfect competition requires a perfect 

knowledge of the state of the marked.; and 
Knowledge , , ® , p , , - 

and freedom though uo great departure from tlie actual facts 

are*noi*''^^*°" involved ill assuming this knowledge 

assumed to on the part of deah.irs when wc; are (;onsidering 
be perfect. course of business in Lombard Street, the 

Stock Exchange, or in a wholesale Produce Market; it would 
lie altogether unreasonable to make this assumption when we 
are examining the causes that gov(;rn the supply of labour 
in any of the lower grades of industry. Eor if a man had 
sufficient ability to know everything alxmt the marked for 
his labour, ho would have too much to remain long in a low 
grade. The older economists, in constant contact as they 
were with the actual facts of business life, must Imve known 
this well enough ; but they sometimes seemed to imply that 
th( 5 y did assume tliis perfect knowledge. 

It is therefore specially important to insist that we do 
not assume the member}^ of any industrial group to be endowed 
with more ability and foredhought, or to be governed by 
motives other than those; which are in fact normal to, and 
would be attributed V)y every well'inf(.)rmed person to, the 
members of that group; account being taken of the general 
conditions of time and place, 'fhere may be a good deal of 
wayward and impulsive action, sordid and noble motives 
may mingle th(;ir threads together; but there is a constant 
tendency' for each man to select such occupations for himself 
and his children as seem to him on the whole the most 
advantageous of those which iiro within the range of his 
resources, and of the efforts which he is able and willing to 
make in order to reach them. 

§ 9. The last gimp of questions, which still remaiit to 
be discuss(;d, is concerned with the relation of capit^.in 
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general to wages in general. It is obvious that though capital 
in general is constantly competing with labour Relations 
for the held of employment in particular trades ; °nd*iabour 
yet since capital itself is the embodiment of general, 
labour as well as of waiting, the competition is really bev 
tween some kinds of lalx)ur aidtxl bj' a good deal of waiting, 
and other kinds of lalxuir aided l)y less waiting. On the one 
side, for instance, are many who make shoes by hand, and a 
veiy few who make awls and other simple implements, aid(;d 
by a little waiting ; on the other an^ a relatively small 
number who work powerful sewing-machines which were 
made by engineers, aided by a good deal of waiting. There 
is a real and effective competition between labour in general 
and waiting in general. But it cov(‘rs a small part of the 
whole field, and is of small importance relatively to the 
benefits which labour derives from obtaining cheaply the 
aid of capital, and therefore of ellicient metlu)ds in the? 
production of things that it needs. 

Tor .speaking generally, an increase in the power and the 
willingruiss to save will cause the services of v'aiting to be 
pushed constantly further ; and will prevent it from obtaining 
employment at as higli a rat<{ of intft’est as before. That is, 
the rate of interest will constantly fall, unless indeed invention 
opens lu^w advantageous uses of roundalmut methods of pro¬ 
duction. But this growth of capital will increase the national 
dividend ; open out new and rich fields for the employment of 
labour in other directions; and will thus more than compensate 
for the partial displacement of tlie services of labour by those 
of waiting. 

§ iO. .It is to be understood that the share of tho national 
dividend, which any particular industrial class re- 
ceives during the year, consists either of things labour in 
that were made during the year, or of the etjui- advances'* 
valents of those things. For many of the things by 
miKle, or }>artly made, during the year will remain 
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ill tiie possession of employers and other capitalists, and be 
added to the stock of capital; while in return the employers, 
directly or indirectly, hand over to the working clas.ses some 
things that had been made in previous years’. 

Thus linally, capital in general and labour in general 
cooperate in the production of the national dividimd, and 
draw from it their earnings in the measure of thc'ir respective 
(marginal) ethciencies. Their mutual dependence is of the 
closest; capital without laliour is dead; the labourer without 
the aid of his own or someone else’s capital would not long be 
alive. Where labour is energetic, capital reaps a high reward 
and grows apac(i; and, thanks to capital and knowledge, the 
ordinary labourer in the western world is in many respcjcts 
better fed, clothed and even housed than were princes in 
earlier times. Tin; co-operation of capital and labour is as 
essential as that of the spinner of yarn and the wea'v'er of 
cloth: there is a little priority on the part of tlie spinner; 
but that gives him no preeminence. The prosperity of each 
is bound up with the strength and activity of the other; 
though each may gain temporarily, if not permanently, a 
somewhat larger share of the national dividend at the expense 
of the other. 

In the modern world, the employer, who may have but 
little capital of his own, acts as the boss of the great 
industrial wheel The interests of owners of capital and 
of workers radiate towards him and from him: and ho 
holds them all together in a firm grip. He will therefore 
take a predominant place in those discussions of fluctuations 
of employment and of wages, which are deferred to the 
second volume of this treatise; and a prominent, though 
not predominant, place in those discussions of the secondary 
features in the mode of action of demand and supply peculiar 
to labour, capital and land respectively, which will occupy the 
next eight chapters. 

^ Ab to the HO«called Wagen-Fuud doctriut!, nee Ai»i»einlix D § *i. 
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CHAPTER III. 

EARNINGS OF LABOLTU. 


^ 1. We have now to apj^ly the general reasonings of 
Rook V^. and of the first two chapters of th(i present 
Rook to the special problems of Earnings, Profits, present and 

, , . . 1 X M 1 following 

and Rent; and to examine in more detail how seven 
(lifierent kinds of Labour, Capital, and Natural Chapters. 
xVgeiits earn their several shares of the national dividend. 
The present ehapter is devoted to methods of reckoning* 
earnings. It is mainly a question of arithmetic or book¬ 
keeping: but it is not unimportant’. 

When watching tin; action of demand and supply with 
regard to a material coimiKxlity, we are constantly met by the 
difiiculty that two things which are lijjing sold under the same 
name in the same market, are really not of the same quality 
and not- of tlie sanu‘ value to the purchasm's. Or, if the 
things are really alike, tlu^y may be sold even in the face of 
th(5 keenest competition at prices which are nominally dif- 
fereiit, because the conditions of sale ai*e not the same: for 

instance, a part of the expense or lisk of deliveiy which is 

borne in the one case by the seller may in the other he 

transfentxl to the buyer. But difficulties of this kind are 

much greater in the case of labour than of material comuuxli- 
ties; the true price that is paid for labour often difiers widely, 
and in ways that are not easily traced, from that which is 
nominally paid. 

1 On the subject of this chapter compare Schlosa’ Methods of Ivduatrial 


17—2 



260 


BOOK VI. CH. III. § 1. 

The earnings (or wages) which a person gets in any given 
time, such as a day, a week, or a year, may be called his 
Time- Tiim-eamings (or Time-wages ): and we may then 

earnings. regard (iompetitioii, or to speak more exactly, 
economic freedom and enterprise, as tending to make Time 
earnings in occupati<ms of equal diliiculty and in neighbouiing 
j)laces (not ecpial, but) proportionate to tlu' (‘fliciency of the, 
wojkers. 

But tins plmase, ‘‘the otfii'leuey of ibe workers," lias some 
Payment by ambiguity. When the payment foi' woi k of any 
Piece-work. apportioned to the quantity and (juality 

of the work turned out, it is said that unifonn rates of 
PiECK-wORK wages are being paid; and if two pei’sons woik 
under the. same conditions and with equally good appliances, 
they are paid in propuiiion to their efticienci(js wlien they 
^]•ecei^•e j)iece-work wages calculated by the same lists of prices 
for ea<?h several kind of work. If however the appliances are 
iiot etpially go<xl, a uniform rate of piece-work wages gives 
results disproportionate to the efficiency of the workers. If, 
for instance, the same lists of piece-work wages were used in 
Ltincashire Cotton Mills^supplied with old-fashioned machinery, 
as in those which have the latest improvements, the apparent 
(jquality would reprevsent a iml inequality. The nioj’e effective 
competition is, and the more perfectly economic freedom and 
(uiterprise are developed, the more surely will the lists be 
higher in the mills that have old-fashioned machiiKuy than in 
the others. 

In order therefore to give its right meaning to the state¬ 
ment that economic freedom and enterprise tend to (iqualize 
wages ill occupations of the same difficulty and in the same 
neighbourhood, we require the use of a new term; and we 
may find it in Efficiewiy-wages, or more broadly Ejgicimcy- 
Efficiency- camings; that is, earnings measured, not as 
earnings. Time^amiiigs are with reference to the time 
sjient in earning them; and not as piece-work earnings are 
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with refcn*enc« to the amount of output resulting from tlie 
work by which they are earned ; but with reference to the 
severity of the. which was imposed on the worker ; or, to 
get at the same result by another route, tlui exertioji of 
ability and efficiency njquired of liim. For competition tends 
to make tlie earnings got ])y two individnaJs of unequal effi¬ 
ciency in any given tinu?, say, a day or a year, not equal, 
but unequal; and, in like manner, it tends not to equalise, 
but to render unequal the average w(iekly wages in two 
districts in which tin; average standards of efficiency are 
ujiequal. Given that the average strengtli and energy of the 
working-classes are higher in the Nortli of England than in 
the South, it then follows that the more completely “ comp(s 
tition makes things find their own levid,'’ the more certain is 
it that averag{»- weekly wages will be higher in the North than 
in the South, • 

The tendency then of economic freedom and enterprise 
(or in mor(i common phrase, of competition) to cause every 
one’s eamings to find tlnnr own level, is a tendency to 
cq'mlily of Efficwncy ejmiirnjH in the same district. This 
tendimcy will be the stronger, the greater is the mobility of 
labour, the less strictly specialised it is, the more keenly 
parents niv on the look out for the most advantageous occu- 
j)ations for tlieir children, the more rapidly they are able to 
adapt themselves to changes in economic comlitions, and 
lastly the slower and the less violent these changes are. 

This statement of the law is, however, still subject to a ' 
slight correction. For we have hitherto supposed Low-waged 
that it is a matter of indifference to the employer raiiy^dearjf* 
whether he employs few or many people to do a 
piece of work provided his total wages-hill for machinery, 
the work is the same. But that is not the case. Those 
workers who earn most in a week when paid at a given rate 
for th(‘ir* work, are those m Iio are cheapest to their (unployers 
(and ultimately t(» the etunmuiiity, unle.ss indeed they over- 
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strain tlieius^lves, and work themselves out premattirely). 
For they use only the same amount of fixed capital as their 
slowcu* fellow workers; and, since they turn put more work, 
each part of it has to bear a less charge on this account. The 
Prime costs are equal in the two cases; but the Total cost of 
that done by those who are more efficient, and get the higher 
Time-wages, is lower than that done l.>y those who get the 
l<»wer Time-wag(js at the same rate of piece-work payment. 

This point is .seldom of much importance in out-of-door 
work, where there is abundance of room, and comparatively 
little use of expensive machinery; for then, except in the 
matter of superintendence, it makes very little difference to 
the employer, whose wages-bill for a certain piece of work is 
jCIOO, whether that .sum is divided between twenty efficient 
or thirty ineftlcient workers. But when expensive machinery 
'i.s used which has to be ])roportioned to the number of 
workers, the employer would often find the total cost of his 
goods lowered if he could gtd, twenty men to turn out for 
a wages-bill of ^50 as much work as he had previously got 
done by tliirty men for a wages-bill of £40. In all matters 
of this kind the leadeihliip of the world lies witli America, 
and it is not an uncommon saying there that he is the best 
business man who contrives to pay the highest wages. 

Tlie conccted law then stands that the tendency of eco¬ 
nomic freedom and enterjirise is generally to equalize efficiency- 
earnings in the .same district: but where much expenrive fixed 
capital is used, it would be to the advantage of the employer 
U) rai.se the Time-earnings of the more efficient workers more 
than in i)roportioii to their efficiency. 

Of course this tendency is liable to be opposed by special 
cu.stoms and institutions, and, in some cases, by trades-union 
regulations. 

§ 2. Thus much with regard ta estimates of the work for 
which the earnings are given: but next we have to consider 
more carefully the facts, that in estimating the real eaniings 
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of an occupation account must be taken of many things 
besides its money receipts, and that on the other side of the 
account we must reckon for many incidental disadvantages 
besides those directly involved in the strain and stress of 
the work. 

As Adam Smith says, “ the Real wages of labour may be 

said to consist in the quantity of the necessaries ^ . 

/. wages 

and conveniences of lito that are given for it; and Nominal 

its Nominal wages in tlie quantity of money. wages. 

'Fhe labourer is ricli or poor, is well or ill rewarded, in pi’o 
portion to the real, not to the nominal, wages of his labour'.” 
But the words “that are given for it” must not bo taken to 
apply only to the ncjcessarics and conveniences that are directly 
provided by the purchaser of the lalxair or its products; for 
account must be taken also of the advantages which are 
attaclied to the occupation, and require no special outlay oif 
his part. 

Ill endeavouring to ascertain tlie Real wages of an occu¬ 
pation at any place or time, the first .step is to allow for 
variations in the purchasing power of the moru^y in which 
Nominal wages are returned; and ^sptjcially we must take 
account of those things on which the class of labour in question 
spends mo.st of its wages. For instance, the prices of velvet, 
of operatic mitertainments and scientilic books nvo, not very 
important to the lower ranks of industry: but a fall in the 
price of bread or of shoe leather affects them much more 
tlian it does the higher ranks. 

Next, allowance must be made for all trade expenses. Thus 
from the barrister’s gross income we mu.st deduct the rent of 
his office and the salary of his clerk: from the carpenter’s 
gross income we must deduct the expenses which he incurs for 
tools; and when estimating the earnings of quarrymen in any 
district we must find out whether local custom assigns the 


1 IVealtJi of Nations, Book i. Ch. v. 
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expenses of tools and blasting powder to them or their em¬ 
ployers. And on the other haml we must reckon in all the 
allowances, and privileges, such as those of a cottage renl. 
free or at a low lent, and of course free board and lodging 
wlien they are given'. 

3. Next we have to take account of the influences 
Uncertainty exerted <m tlie real rate of earnings in an occupa- 
of success. unc<*rtainty of success and the in¬ 

constancy of occupation in it. 

We should obviously stai't by taking the earnings of an 
occupat-ion as the average between those of the successful 
and unsiu;c(>ssful members of it; taking care to get the true 
average*. thus obviate the necessity of making any 

sejmiate allowance, for insuramte against risk ; but account 
remains to be taken of tin*, evil of uncertainty. For there are 
cnany pe(>j)le of a .sober sb^ady-going temper, who like to 
know what is ladore th«*m, and who would far rather have an 
appointment which offered a cei’tain income of say £400 a 
year than one which was not unlikely to yield £600, but had 
an equal chance of aff<u*ding only £200. Uncertainty, there¬ 
fore, which does not appeal to great ambitions and lofty 
aspirations, has special attractions for very few; while it acts 
as a deterrent to many of those who are making their choice 
of a career. And as a rule the certainty of moderate success 
attracts more; than an expectation of an uncertain success that 
has an ecpial actuarial value. 

But on the other hand, if an occupation offers a few 

1 They Hbuuld be eoiuited at their value to those wlio receive theiri, not at 
their cost to tliose who give tliem. This point and the evils of the Truck 
system are dwelt ou in Principles VI. in. 5. 

2 If the average earuiiigs of those who arc successful are £2000 a year, and 
of those who are unsuccessful are £400 a year, the average of the whole will 
be £1200 a year if the foniier group is as large as the latter; but if, as is 
perhai)s the case with barristers, the unsuccessful are ten times as numerous 
as the successful, the true average is but £5r»0. And further, many of those 
who have failed most completely, are likely to have left the occupation 
altogether, and thus to escai*e being counted. 
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extremely hii'h prizes, its attractiveness is increased out ot 
fill proportion to thoii- aggregate value. For this there are 
two reasons. 'Fhe lirst is thfit young men of an .adventurous 
disposition fin' more Jittracted by the prospects of great suc- 
ci-iss thfin they .ire deteri'ed liy the fear of failure^; and the 
second is that the social rank of ;in occupation depiuids more 
on the highest dignity and the liest position which ca/i be 
.attained through it thfin on the ;ivera,ge good fortune of those 
engjiged in it. 

\A'e nifiy ne.vt <-(msider tin* influence which inconstancy (»f 
employment, exerts on wages. I t is olivious that, irregularity of 

in those occupations, in which employment is employment, 
iiregulai', the pfiy must be high in proportion to the work 
done: the medical mail and the shoeblack must (‘ai'h rei^eive 
when at. work a pay which covers a .sort of retfiiniiig fee for 
the time when he has nothing to do. If the advantfiges of 
their occupations are in othei* rosiiects eipuil, and their woi’k 
equally dithcult, the bricklayer when at work must be paid a 
higher rate than the joiner, and the joiner than the railway 
guard. For work on the niilways is nearly constant all the 
year round; while the joiner and the4)rickl.ayer are filways in 
danger of being made idle by slackness of trade, find the 
bricklayer’s work is further interrupted by frost find rfiin. 
The ordinary method of fillowiiig for such interruptions is to 
fidd up the earnings for a long periml of time find to take the 
fiverage of them ; but this is not quite satisffictory unli5.ss we 
fissuine lliat the re.st and leisure, which a man gets when out 
of employment, are of no service to him directly or indirectly. 

Next we must take ficcount of the opportunities which a 
man’s surroundings may affonl of supplementing suppie 
the earnings which he gets in his chief occupa- mentary 
tiou, by doing work of other kinds. And fic- 
count may need to be taken also of the opportunities which 
these surroundings offer for the work of other members of Ids 
family. 
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^ 4. Thus then the attractiveness of a trade depends on 
many other causes besides the difficulty and 

Theattrac- : „ , i , i i 

tivcnessofa strain o£ the work to be done in it on tiie one 
trade depends j moiiey-oamings to be got in it on 

money-earn- the other. And when the earnings in any occu- 
pation are regarded as acting on tlu^ supply of 
vantage^; labour ill it, or when they are spoken of as beiiig^ 
its supply price, we must understand that the term Earnings 
is only used as a short expression for its Xet Admntages. We 
must take account of the facts that one trade is healthier or 
cleanlier than another, that it is carried on in a more wholw- 
some or pleasant locality, or that it involves a better social 
position; as instanced by Adam Smith’s well-known remark 
that the aversion wdiich many people have for the work of a 
butcher, and to some extent for the butcher himself, laises 
^he earnings of butchers above those of bakers. 

Of course individual character will always assert itself in 
subject to dif- ^^^tii^atiiig particular advantages at a high or a 
ferencesof low rate. Some p(;rsous for instance are so fond 
tween^indi * having a cottage to themselves that they pi’efer 
viduais, living on H:^,ry low wages in the country to 

getting much higher w'ages in the town; while others are in- 
difiereut as to the amount of house-room they get, and ai-e 


subject to dif¬ 
ferences of 
character be¬ 
tween indi¬ 
viduals, 


willing to go without th(^ comforts of life provided they can 
procure what they regard as its luxuries. Personal peculi¬ 
arities, such as these, prevent us from predicting with cei*- 
tainty the conduct of particular individuals. But if each 
advantage and disadvantage is reckoned at the average of the 
money values it. ha.s for the class of p(H)ple who would be 
likely to enter an occupation, or to bring up their children to 
it, we shall have tlie means of estimating roughly- the relative 
strengtli.s of the forces that tend to increase or diminish the 
supply of labour in that occupation at the time and flace which 
we are c(jnsidering. Eor it cannot be too often repeated that 
grave errors are likely to result from taking over an estimate 
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of tliis kind Iwisi^d on tlio circumstances of one time r'lnd place, 
and applying it without proper precaution to tliosf? of another 
time or another ])lace. 

Lastly, the disagreeableness of work seems to have! very 
little eflect in raising wagcis, if it is of sucli a 

^ and between 

kind that it can be done by those whose indus- industrial 
trial abilities are of a very h»\v order. For the 
progress of sanitary .science has kept alivc^ many people who 
are untit for any but- the lowest grade of work. They compete 
eagerly for the comparatively small tjuantity of work for 
wliich they arc fitted, and in their urgent not'd they think 
almost exclusively of the wages they can earn: they cannot 
afford to pay much attention to incidental discomforts and 
indeed the influence of their surroundings has prepared many 
of them to regard the dirtiness of an occupation as an (‘vil of 
))ut minor importance. ^ 

And from this aristas the strange and pararloxical result 
that th(^ dirtim^ss of some occupations is a cau.se An evil 
of the lowness of the wages earned in them. For paradox, 
employers iind that this diid-iness adds much to the wages 
they would have to pay to get tlics work domj by skilled men 
of high character working with improved appliam.*«‘.s; and so 
they often adhein to old methods which I'eipiire oidy unskilled 
workers of but imlifl'erent character, and who can be hired for 
low (Time ) wages, because they are not worth much to any 
employei'. ^J'hei’e is no more urgent social need than that- 
labour of this kind should be made scarce ami dear. 
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KARNINGS OF LAKOITR, CONTINUEO 


the last chapter we discussed the ^lifficulti(^s of as¬ 
certaining the mil as opposed to the nominal price 
of labour. But now we have to study some peculi¬ 
arities in the action of the forces of demand and 
supply with regard to labour which aie of a iiu)re 
vital character ; since they all’ect not merely tin? 
form, but also the substance of that action. 

VVe shall hnd that the influenct) of many of th6se pticu 
liaritios is not at all to^ be mciisurcMl by their first and most 
obvious e0fects. For flaws in the industrial arrangements of 
society may be divided ijito two classes according as their 
effects are, or an; not ctininlative; that is as they tlu or do 
not end with the evil by which they were caused, and do (jr 
do not have the indirect effect of lowering the character of 
the workers or of hindering it from becoming stronger. Foi* 
these last cause furtht;r weakness and further suffering, which 
again in their turn cause yet further weakness and further 
suffering, and so on cumulatively; and conversely, high earn¬ 
ings, and a strong character, lead to greater strength and 
higher e^iirnings, which again lead to still greater strength and, 
still higher earnings, and so on cumulatively’. 

’ There is a Mimihir dihtinetion betwe<-ii the cniniilative aud nou-cutiiulativ<; 
effects (if cnstdiii. 


§1. In 

Many peculi¬ 
arities in the 
action of 
demand and 
csupply with 
regard to la¬ 
bour are cu¬ 
mulative in 
their effects. 
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^ 2. The first point to which we have to direct our 
attention is tlio fact that liuman agents of pro- Firstpeculi- 
diiction are not bought and sold as inachineiy worker*sells 
and otlier juaterial agents of production are. his work, but 
Tlve worker stalls Ids Wf)rk, but he himself ivniains perty^in h*im- 
his own prop(.‘rty : tliose who bear th(^ expense's 
of I'earing and educaihig him receive Vmt very litih*, of the 
pi’ice t hat is paid for his services in later yeai*.s, 

AV'hatever deficiencies the nuHlern methods of ])UsineRs 
may have, they have at least this virtue, that In? consequently 
who bes rs the, expenses of production of material the investment 
goods, receives the price that is paid foj- them, him is limited 
lie who builds factories or steam-engines or 

Isnises, or rears slaves, reaps the heneht of all thought, and 
, . I • 1 ii I 1 .the unaelflsh- 

iiet services wJiich tliey render so long as he ness of his 

kee])s them for himself; and when he sells them 
lie gets a price which is the estimated net value of their 
tutur(? s(*rt ice.s. The stronger and the moi*e edici(?nt he makes 
th(?m, the better his reward; and therefore he extends his 
outlay until there seems to him no good reason for thinking 
that tlie gains I’esulting from any further investment would 
conipensate him. But the investiiumf of capital in the rearing 
and early training of the workers of England is limited by 
the resoiii'ccjs of parents in the various grades of society, by 
t heii’ power of forecasting the future, and by their willingness 
to sacrifice themselves for the sake of their children. 

This evil is indeed of comparatively small ijnportanee with 
icgard to tlu; higher industrial grades, For in those grades 
most })eople distinctly realize the future, and “discount it at 
it low rate of interest.” They exeri themselves much to 
seletit tin? best careers for their sons, and the best trainings 
for those careers; and they are generally willing and able to 
^icur a considerable expense for the purpose. The profes¬ 
sional classes especially, while generally eager to save scune 
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capital for theii* children, are even more on the alert for 
op|>ortunities of invi'sting it hi them. And whenever there 
occurs in the upper grades of industry a ncAV opening fo)* 
which an extra and special education is required, the future 
gains need not be A ery Idgh relatively to the present outlay, 
in order to seimre a keen competition for the ))ost. 

But ill tlie lower ranks nf sociidy the indl is gi‘eat. For 
Disadvantages the slender iiK'ii'is and education of the parents, 
of poor and the comparativt* weakness of their power of 

parents. ilistinctly realizing the futuie, prevent them from 

investing capital in the education and training of their 
children with the same free and liold enleiprise with Avhich 
ca|)ital is apjilied to improving the machinery of any well- 
manage*d factory. Many of the children of the ivorking- 
classes are imperfectly fed and clothed ; tlu'y an; housed in a 
way that promotes neither physical noi* moral health ; they 
r(;ceive a school education which, though in intKlern England 
it may not be very bad .so far as it goes, y(;t goes only a little. 
Avay ; they have f(;w opportunities of getting a broach.T view 
of life or ;in in.sight into the nature of the higher work of 
bu.sin(;ss, of science or of art ; they meed, hard and exhausting 
toil early on the Avay, and for the greater })art keep to it all 
their lives. At last th(;y go to tlie grave cariying with them 
undeveloped .abilities and faculties; which, if they could hava; 
borne full fruit, would have added to the mat(;rial wealth of 
the countiy to .say nothing of higlnw considerati^ms -ni.any 
times as much as would have covered the expense of providing 
adequate opportunitie.s for their (hwelopinent. 

But the point on which we have specially to insist now is 
This evil is ^'^il is cumulative. The wor.se fed aia; 

cumulative. children of one generation, tlie le.ss will they 

earn when they grow up, and the less will be their power of 
providing ad<;(|U.ately for the material wants of their children ; 
and so on : and again, the less fully their owu faculties are 
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devf^oped, Ui« loss will they realize the importaiun*. et dovi^lojv 
liig the host faculties their children, cand the less will be 
their power of doing so. And conversely any change that 
awards to the workers of one generation better earnings, 
together with better opportunities of developing their best 
<]ualiti(!s, will increase the material and moral advantages 
Avhicli they have tin; power to otter to their children : Avhile 
by incj-(>asing their own intelligence, wisdom and forethought, 
it will also to some extent increase tbeir willingness to 
saci'ittcc theix’ own pleasures for tlie well-being of their 
children; though there is much of that willingness now eveti 
afnong the poorest classes, so far as tlieir means ajul the limits 
of their knowledge will allow. 

3. The advantages which those born i)i ojie of tlie 

higher grades of society have over tho.se born 
. , ... , .... Start in life, 

in a !ow(‘r, consist in a great measure ot the 
1 . . * 
better introductions ayrl the lietter start in life which they re¬ 
ceive from their parents. But the importance of this good start 
in life is nowhere seen more clearly than in a comparison of 
the fortunes of the sons of artisans and of unskilled labourers. 

There are not many skilled trades to which the son of an 

unskilled labourer can get easy access; and in 

_ ^ ^ The sons of 

t he large majority of cases the son follows the artisans and 

father’s calling. In the ohl-fasliioiuid domestic 
industries this was almost, a universal rule; and, even und(‘r 
modern conditions, the father has often great facilities for 
intriKlucing his son to his own trade. 

But the son of the artisan luis further advantages. He 
generally lives in a better and cleaner house, ahd under 
material suiToundings that are more consistent with refim^- 
ment than those with wliich the ordinary labourer is familiar. 
His parents an^ likely to be better educated, and to liaA'^e a 
liiglier notion of tlieir duties to their children ; and, last but 
not least, his mother is likely to be able to givi? more of her 
time to the cai’e of her family. 
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If we compare one country of the civilized world with 
another, or one part of England with another, or one trade in 
England with another, we find that the degi'adation of the 
working-classes varies almost uiiifornily with the amount of 
l ough work done by women. The most valuable of all capital 
is that invested in luimaii beings; and of that capital the 
most precious jiart is the result of the care and influence of 
the mother, so long as she retains lier tendm* and unselfish 
instincts, and has not V>e.en hardened by tlie strain and stress 
of unfeminine work. 

§ 1. As the youtli grows up, the inlluenct; (»f his jiarents 
anti his schoolmaster declines; and thenctiforwairl to the end 
<»f his life his character is moulded chietly by the nature of 
his work and the infiuence of tliosi^ with whom he as.sociates 
for Imsiness, for pleasure and for religious woi*ship. 

Something has already betm said of the technical t raining 
The technical adults, of the decadence of the old ap|)rentice- 
training of the ship system, and of the difficulty of finding any- 
^n*d8 in a f^dng to take its place. Here again we meet the 

great measure difiiculty that whoever may incur the expense of 
on the un- . . i . i i 

selfishness of investing capital in developing the abilities or the 
the employer, ^voi’kiuan, those abilities will be the property of 
the workman himself: and thus the virtue of those who have 
aided liiiii must remain for the greater puH its own reward. 

It is true that high-paid labour is really cheap to those 
employers who are aiming at leading the race, and whose 
ambition it is to turn out the liest work by the most^odvanced 
methods. They are likely to give their men high wages and 
to train them carefully; partly because it pays them to do 
so, and partly because the character that fits them to take 
the learl in the arts of production is likely also to make them 
take a generous interest in the well-being of those who work 
for them. But though the number of such employers is 
increasing, they are still comparatively few. 

Again, in paying his workpeople high wages and in caring 
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for their happiness and culture, the libei'al employer confers 

henehts which do not end with his own genera- its benefits are 

tioii. For the children of his workpeople share cumulative, 

. ,, , ^ *111 butaccrueonly 

111 tfHMn, and grow up stronger m body and in part to him 

in character tlian otherwise they would have o*’bis heirs, 
(lone. Tlie price which ho has paid for labour will have liorne 
the expenses of production of an increased supply of higli 
industa ial faculties in the iH;xt generation : but these faculties 
will be. tlie property of others, who will have the right to hire 
them out for the best price they will fetch : neither he nor 
tivyii his heirs can reckon on reaping nuicli material rewaixl 
for this part of the good that he has done. 

^ 5, The next of those characteristics of the action of 
de.inand and supply peculiar to laliour, which we ^ ^ 

liave to study, lies in tlie fact that when a pei’son peculiarity. 
st‘lls his services, he has to present himself where The seller of , 
tliey are delivered. It matters nothing to the deliver it him- 
si^llor of bricks whether they are to he us(*d in 
building a palace or a sewer: but it matters a great deal to 
the seller of labour, who undertakes to perform a task of 
given difficulty, whether or not the ^lace in which it is to 
l)e done is a wholesome and a pleasant one, and whether or 
not his asso(;iates will lie such as he cares to have. In those 
yf-'uiiy hirings which still remain in .some parts of Fngland, 
tlu! laliourer im^uires what sort of a temper his new employer 
lias,,(|uite as eanifully as what rate of wages he pays. 

This peculiarity of labour is of great importance in many 
individual casejs, hut it does not often exert a The effects of 
broad and deep influence of the same nature as 
that Last discussed. The more disagreeable the cumulative, 
incidents of an occupation, the higher of coui*se are the wages 
required to attract people into it: but whether these incidents 
ilo lasting and wide-spreading harm depends <m whether they 
ire such as to undermine men’s physical health and strength 
jr to lower tlieir cliaracter. When they c'lre not of this sort, 

18 
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tliey fii ti iiideod evils in themselves, but they do not generally 
e^iuse other evils beyond themselves; their effects are seldom 
cumulative. 

Since however no one can deliver his labour in a market 
in which h(i is not himself present, it follows that the mobility 
of labour and the mobility of the labourer are convertibhi 
t(n*ms: and the unwillingness to quit home, and to leave old 
associations, including perhaps some loved cottage and burial- 
ground, will often turn the scale against a propo.sal to seek 
better wages in a new place. And when the different mem- 
l>ers of a family ar(i engaged in different trades, and a migra¬ 
tion, which would be advantageous to one member, would Iw 
injurious to others, the inseparability of the worker from his 
work considerably hinders the adjustment of the supply of 
labour to the demand foi' it. 

6. Again, labour is oft(ui sold under special disadvan¬ 
tages, arising from the closely connected group of 
ibuiSipccu- that labour power is “perishable,” that tlu^ 

Labour ■ i^ellers of it are commonly poor and have no re- 
perishable and serve fund, and that they cannot easily withhold 
Ire ofterat a market. Perishableness is an attri- 

disadvantage butc common to the lal)our of all. grades: the 
in bargaining. when a worker is thrown out of employ¬ 

ment cannot be recoveretl, though in some cases his energies 


may be refi-eshed by rest*. 

The want of reserve funds and of the power of long with 
holding their labour from the market is common to nearly 
all grades of those whose work is chiefly with their hands. 
But it is‘ especially true of unskilled lal^ourers, partly because 
their wages leave very little margin for saving, partly because 
when any group of them suspends work, there are large 
numbers who are capable of filling their places. And, as we 
shall .see presently when we come to discuss trade combina¬ 
tions, it is more difficult for them than for skilled artisans to 


^ Sh* above, CU. 111. § 3. 
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form tlioms^ih'os into strong and lasting combinations ; and 
so to }mt thoraselvcs on something like terms of equality in 
bargaining with their employers. For it must he remem¬ 
bered that a man who employs a thousand others, is in himself 
an absolutely I’igid combination to the extent of one thousand 
units among buyers in the labour market. But these state- 
iiKMits do not apply to all kinds of labour. Domestic servants 
though they have jiot laige reserve funds, and seldom any 
formal tivides-union, are sometimes better able than their 
employcM's to act in (concert 

/Turning next to the highest grades of industry, we tiiid 
that as a rule they have the advantage in bargaining over 
the purchaser of their labour. Many of the professional 
classes are richer, have larger reserve funds, more knowledge 
and resolution, and much greater power of concerted action, 
with regard to the terms on wdiich tliey sell their services, * 
than the greater number of their clients and customers^ 

ft is however certain that manual labounu’S as a class 
are at a disadvantage in bargaining; and that This last evil 
the disadvantage wherever it (?xi8ts is likely to l>e cumulative. 

^ Tljo. total real wagoH of tUo Utuiiostic scrvaifts of fashioiial)!^ rjontion are 
v»‘i y liigh in coinparisou with those of other trades in which etjual skill and 
ability are rociuired. But tliose domestic servants who have no specialized 
skill, and who hire themselves to persons with very narrow incans, have nut 
been able to make even tolerably gwid tenus for themselves: they work very 
bard for very low wages. 

If furtliei' evidence were wanted that the disadvantages of hurgaining 
under whicli the vendor of labour commonly suffers, depend on his own 
I'ircumstaiices and qualities, and not on the fact that the particular thing 
which he has to sell is lalmur; such evidence could be found by comparing the 
•inccessful banister or solicitor or physician, or opera singer or jockey with 
be poorer independent producers of vendible goods. Those., for instance, 
vho in remote places collect shell-fish to be sold in the large central markets, 
lave little reserve funds or knowledge of the w^orld, and of what other 
Toducers are doing in other parts of the country: while tliose to whom they 
ell, arc a small and compact body of wholesale dealers with wide knowledge 
lid large reserve funds; and in consequence the sellers are at a groat disad- 
antage in bargaining. And much the same is true of the women and children 
ho sell hand-made lace, and of the garret masters of East Loudon who sell 
iruitnre to large and powerful dealers. 
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cumulative in its effects. For though, so long as there is any 
competition among employers at all, they are likely to bid for 
labour something not very much less than its real value to 
tliem, that is, something not very much less than the highest 
})rice they would pay rather than go on without it; yet any¬ 
thing that low(?i‘s wages tends to lower the eHiciency of the 
labourer’s woi-k, and therefore to lower the priet? which the 
employer would rather pay than go without that work. The 
effects of the labourer’s disiidvantage in bargaining are there¬ 
fore cumulative in two ways. It lowers his wages; and as we 
have seen, this lowers his efficiency as a worker, and thereby 
lowers the normal value of his labour. And in addition it 
diminishes his efficiency as a bargainer, and thus increases tin; 
chance that he will sell his labour for less than its normal 
value. 
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CHAPTER V. 

KABNINGS OF LABOUR, CON'nNUED. 

^ I. Thk next jKiciiliarit.y in tlie action of dt‘inaiifl aiui 
supply with rogaixl to labour, whieli we have to pecuii- 
cojisider, is closely comiectcd with some of those arity. Slow- 
we have already discussed. Jt consists in the of new supplies 
length of time tliat is requinid to prepare and 
train labour for its work, and in the slowness of tlie rc'.turns 
which result from this training. 

Not much less than a generation elapses between tlio choice a 
by parents of a skilled trade for one of their Difficulty of 
cliildren, and his reaping the full results of their 
clioice. And meanwhile the character of th(^ trades, 
trade may have been almost revolutionized by changes, of 
which some probably threw long shficlows before them, but 
others were such as could not have been foreseen even by the 
shrewdest persons and tho.se best acquainted wdtli the cii'cum- 
stances of the trade. 

Th(* working classes in n(?arly all {)ai ts (d’ England are 
constantly on the look-out for advantageous openings for the 
labour of themselves and their children; and they are eager 
to learn from friends and relations who have settled in other 
districts everything that they can as to the wagt's that are 
to be got in other trades. It is astonishing with what assiduity 
and sagacity many of them pursue their inquiries, not only as 
to the money w'ages to be obtained in a trade, but also ns to 
all thos(! incidental advantages and di.sadvantages whicli have 
been discussed in the last chapter but ()ne. But it is very 
diihcult to ascertain the causes that are likely to determirm 
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the distiint fiitur^^ of the trades which they are selecting for 
their children ; and there are not many who enter on this 
ahstruse inquiry. The majority assume without a further 
t hought that the condition of each trade in their own tinu^ 
sufticiently indicatcis what it wdll be in the future ; and, so far 
as the influence of this habit extends, the supply of labour in 
a trade in any one generation tends to conform to its earnings 
not in that but in the preceding generation. 

Again, sonu^ parents, observing that the eaj-nings in one 
t rade have \jeen for some yeai*s rising relatively to others 
in the same grade, assume that the course of change is likely 
to co»»tinue in the same direction. But it often happens 
that the previous rise was due to temporary causes, and that, 
even if there had been no exceptional influx of labour into 
the trade, the rise would have been followed by a fall instead 
« of a further rise: and, if there is such an exceptional influx, 
the consequence may be a supply of lal)our so excessive, that 
its earnings remain below their normal level for many years. 

§ 2. But we must not omit to notice those atljustments of 
the supply of labour to the demand for it, wliich are effected 
by movements of iulult^ from one trade to another, one grade 
to another, and one place to another. The move- 
ments of adult uieuts from one grade to another can seldom be 
labour, large .scale ; although it is true that 

exceptional opportunities may sometimes develop rapidly a 
great deal of latent ability among the lower grades. Thus, 
for instance, the sudden opening out of a new country, or such 
an event as the American War, will raise from the lower 
ranks of labour many men who bear themselves well in 
difficult and responsible posts. 

And the movements of adult labour from trade to trade 


arc however 
of increasing 
importance. 


and from place to place can in some cases l>e so* 
large and so rapid as to reduce within a very 
short compass the jieriod which is required t(» 
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enable the supply of labour to adjust itself to the demand. 
'J'hat general ability which is easily transferable from one 
tj-ade to anothel', is every year rising in importance relatively 
to that manual skill and technical knowledge wliich are 
specialized to one branch of industr}^’. And thus economic 
progress brings with it on the one hand a constantly increasing 
changefulness in the methods of industry, and thercfor’c a 
(ionstantly increasing difficulty in predicting the demand for 
labour of any kind a generation ahead; but on the other hand 
it brings also an increasing power of remedying such erroi’s of 
ivdjustment as have been made. 

§ 3. Thus these market variations in tin*, price of a 
commodity are governed by tlu^ tenipoi*ary re- 

, . , , 1 I • • Fluctuations 

lations between demand and the stock that is in of earnings are 

the market or within easy access of it. When firefly by 
the market price so determined is above its fluctuations oi 
normal level, those who are able to bring new 
supplies into the market in time to take advantage of the 
high price receive an abnormally high rewal’d. If they art; 
small handicraftsmen working on their own account, the. 
whoh; of tliis rise in price goes to imj^’easc tlu;ir earnings. 

In the modern industrial wt>rld, however, those who 
uiideriake the risks of prtxluction and to whom the benefits 
<»f any rise in price, and the evils of any fall comt; in the 
first instance, are employers and other business men. But 
the force of competition among the employers themselves, each 
desiring to extend his business, and to get for himsidf as 
much as possible of the rich harvest that is to be reaped when 
their trade is prosperous, makes them consent to pay higher 
wages to their employees in order to obtain their services. 
Even if they act in combination, they are not likely to 
endeavour to deprive the workman of all share of the harvest 
of good times: nor if they did make the attempt, would it be 
at all likely to succeed. 

Thus the high wages of coal-miners during the inflation 
which culminated in 1873, were determined for the time by 

1 See Book iv. C!ii. vi« $ 1. 
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the relation in which the demand for their services stood to 
Illustration the amount of skilled mining labour available, 
to^ofthecoai Unskilled labour imported into the trade 
trade. being counted as equivalent to an amount of skilled 

labour of e(.jual efficiency. Had it been impossible to import 
any such labour at all, the earnings of mintjrs would have been 
limited only by the elasticity of the demand for coal on the 
one hand, and the gradual coming to age of the rising gene¬ 
ration of miners on the otlnu’. As it was, men were drawn 
from other occupations which they were not eager to leave; 
foi- they could have got high wages by staying when^ they 
were, since the prosperity of the coal and iron trades w'as but 
the highest crest of a swelling tide of cnnlit. These new 
men were unaccustomed to underground work; its discomforts 
told heavily on them, while its dangers were incr(*ased by their 
want of technical knowledge, and their w'ant of skill caused 
them to waste much of their strength. The limits therefore 
which their competition imposed on the rise of the tempoi’ary 
wages of miners’ skill were not narrow. 

When the tide turned, those of the new-comers who were 
least adapted for thr? w’orjw, hift the mines; but even then the 
miners who remained were too many for the work to be done, 
and their wage fell, till it reached that limit at which they 
could get more by selling their labour in <jther trades. And 
that limit was a low one; for the swollen tide of credit, which 
culminated in 1873, had underaiined solid business, impaired 
the true foundations of prosperity, and left nearly every trade 
in a more or less unhealthy and depressed condition. The 
miners had therefore to sell their skilled labour in markets 
which were «alrccidy over full, and in which their special skill 
counted for nothing. 

§ 4. To conclude this part of our argument. The market 
price of everything, i.e. its price for short periods, is deter¬ 
mined mainly by the relations iji which the demand for it 
stands to the available stocks of it; and in the case of 
labour or any (jther agent of piv^luction this demand is 
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“derived” from the demand for those things which the agent 
is used in making. In these ndatively short periods fluctua¬ 
tions in wages follow, and do not precede, fluctuations in the 
selling pricMJS of tlie goods produced. 

But the incomes which are being earned by all agents 
of production, Iniman as \v(>Il as material, and those which 
appear likely to be eai’ned by tlumi in the future, exercise a 
(■easel(\ss influence rm those pei’sons })y wliose action the 
future supplies of these agents are deterinimHl. There is a 
ronstant timdency towards a position of normal equilibrium, 
in, whieli tin; supply of each of these agents shall stand in 
such a relation to tlie demaml for its services, as to give to 
those who have provided the supply a suflicient reward for 
their eiroi-ts and sacrifices. If the economic conditions of 
the country remained stationary sufliciently long, this ten¬ 
dency would re.'dize itself in such an adjustment of supply to* 
demand, that both machines and human ])eings would earn 
generally an amount that corresponded fairly with their cost 
of rc^aring and training, itoinamtiojial necessaries as well as 
those things which are strictly necessary being reckoned for. 
But convcMitional necessari(‘s might cl^inge under the influence 
of non-economic causfvs, (‘ven while ('conornic conditions them- 
selv(\s w(;re stationary ; and this change would aflect the supply 
of labour, and thus modify the national dividend and slightly 
alter its distribution. As it is, the economic conditions of the 
country are constantly changing, and the point of adjustment 
of normal d(.*mand and supply in relation to labour is constantly 
being shifted *. 


^ III Priiicttilvs VI. V., tli« aignineiit of this last Section is pursued more at 
Iriifjtli, and Avitli roferonce to several didiculties that are ignored here. In 
particular it is argued that the extra income earned by some natural abilities 
may be regarded as a Rent sometimes, but not wlien we are considering the 
miniial earnings of a trade, Tliis analogy is valid so long as we are merely 
analysing tlie source of the incomes of individuals, and it might even he 
carried further if persons were liornwith rare abilities speciali.sed to particulw’ 
branches of production. 
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INTEREST r>E CAPITAI^ 

^ 1. Thk main principles of the action of demand and 
supply with regai-d to capital have l>een discussed in the first 
two chapters of this Book We there looked back at the 
results of our earlier studies, and endeavoured to bring 
•together and study in their mutual relations a number of 
separate doctrines as to capital, each of which is familiar to 
every intelligent man; though he may not ))e able, without 
some special study, to see their bearings on one another and 
the part they severally play in the great central problem of 
distribution. • 

But in earlier times even grcjat thinkeis failed not only to 
understand the part which capital plays in this great pro¬ 
blem, but even to recognise clearly many of the separate 
truths which are now regarded as common-place. They 
wcire impressed by observing that most borrowers were 
poor, that most lenders were rich; that the lenders very 
often suffered no material loss through making a loan, and 
that they often wrung exorbitant usury out of the needs of 
the poor. These facts enlisted their sympathies; and, aided 
by some specious metaphysical reasoning, i)revented them 
from perceiving that he wlio lends to another hands over to 
him the power of using temporarily some desirable thing, and 
that this action has as much right to payment, as the act of 
handing to him absolutely some ot^er thing of smaller value. 
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If the first man be rich it may he his duty in either ease te 
confer a benefit freely on his poorer neighbour without ex¬ 
pecting anything in return. But if a person can use £100 so 
as to produce, after allowing for his trouble, things worth £103 
net at tlie end of a year, there is no reason for his lending the 
£100 free of interest to another, which would noi require him 
to inake.to tliat other a free present of £3. ‘ 

^ 2. We have seen tliat interest is tin? reward of waiting 
in th(^ same sense tliat wages are the rewai‘d of labour. Much 
work is pleasurable; but every one claims his full pay for all 
the work he does for others as a matter of ordinary business, 
however pleasurable it may be to himself. Similarly many 
people would wish to defer some of their enjoyments, even if 
they had to put by the money, which gives command over 
them, without hope of interest: but yet those who have the 
means of lending, will not lend gratis as a rule; because, evep 
if tiny have not themselves some good use to which to turn 
the capital or its equivalent, they are sure to be able to find 
others to wdiora its use would be of benefit, and who would pay 
for the loan of it: and they stand out for the best market. 
.Vnd there always is a market, because though the stock of 
loanable wealth is increasing fast, new' openings for its profit¬ 
able use are ever being made by the progress of the mechanical 
arts and the opening up of new countries. 

But now we may leave these general considerations, and 
make a more detailed study of this notion of Inte- Net and Gross 
rest. For the inten\st of which we speak when interest- 
we say that interest is the earnings of capital simply, or the 

^ Tills lino of argument is pursued in some detail in Principles VI. vi. It 
is argued that the modem theories of Carl Marx and some others as to 
capital, repeat this old error in a disguised form, and without the excuse 
which there was for it iu earlier times: but that with this exception, the 
liistory of the theory of interest has been one of almost continuous progress 
tliiring the last three centuiies; every generation has done something to 
forward it, none has been able to make any fundamental change. Reasons 
are also given for dissenting from Prof. Eubui-Dawerk’s doctrines on the 
subject. 
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reward of waiting simply, is Net interest; but what commonly 
passes by the name of Interest, includes other elements besides 
this, and may be called Gross interest. 

These additional elements are the more important, the lower 
Gross interest and more rudimentary the state of commercial 
insura'ncr”'^ security and of the organization of credit. Thus, 
against risk, for instance, in mediteval times, when a prince 
wanted to forestall some of his future revenues, ho borrowed 
perhaps a thousand ounces of silver, and undertook to pay 
back lifteen hundred at the end of a year. There was how¬ 
ever no perfect security that he would fulfil the promise; and 
perhaps the lender would have been willing to exchange that 
promise for an absolute certainty of receiving thirteen hundred 
at the end of the year. In that case, while the nominal rate 
at which the loan was made, was fifty per cent., the real rate 
^as thirty. 

The necessity for making this allowance for insurance 
and also Earn- risk is SO obvious, that it is not often 

ingsofMan- overlooked. But it is less obvious that every 
loan causes some trouble to the lender; that when, 
from the nature of tin* fase, the loan involves considerable 
risk, a great deal of trouble has often to be taken to keep 
these risks as small as possible; and that then a great part of 
what appears to tlie l)orrower as interest, is, from the point of 
view of the lend(;r. Earnings of Management of a troublesome 
business. 

At the present time the net interest on capital in England 
is a little under three per cent, per annum; for no more than 
that can be obtained by investing in such first-rate Stock 
Exchange securities as yield to the owner a secure income 
without apj)rcciable trouble or expense on his part. And 
when we find capable business men borrowing on perfectly 
secure mortgages, at (say) four per cent., we may regard that 
gro.ss interest of four per cent, as consisting of net interest, or 
int(n'est proper, to the extent of a little under three per cent., 
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and of Earnings of Management by the lenders to the extent 
of ratlier more than one per cent. 

Again, a pawnbroker’s business involves next to no risk; 
but his loans are gen(*rally made at the rate; of 25 per cent, 
per annum, or more; the gr(;ater part of which is really 
Earnings of Management of a troubl(;some business. Or to 
take a more extreme ca.se, there are men in London and Paiis 
and probably elsewhere, who make a living by lending money 
to costeiniongers ; the moiiey is often lent at tin*, beginning of 
the day for the purohasti of fruit, itc., and returned at the end 
of the day, when tln^ .sales an; o\'er, at a profit of ten per 
cent. \ there is little ri.sk in the trade, and the money is 
seldom lost. Now a farthing inve.sted at ten per cent, a day 
.would amount to a billion pounds at the emd of a year. But 
no one can become rich by lending to co.stermongers; because 
Tio one can lend much in this way. The so-cail(Hl intere.st^ on 
the loans really consists almost entirely of eai*nings of a kind <5f 
work for which few capitalists have a taste. 

§ 3. It is then necessary to analyse a litth* more care¬ 
fully the exti'a lisks which are introduced into 
business when mu(;h of the capital u.sed in it siso?G^o^'s^•^^ 
has been borrowed. L(;t us suppo.s#that two men 
are carrying on shnilar bu.sine.s.se.s, the one working with his 
own, the other chietly with borrowed capital. 

There is one set of risk.s which is common to both; wliich 
may be described as the Trade Minks of the particulai' 
business in whi(;h th(;y are engaged. They ai’ise from fluctua¬ 
tions in the markets for their raw materials 
and finished gO(xls, from unforeseen changes of Risks, 
fashion, from new inventions, from the incui-sion of new and 
powerful rivals into their respective neighbourhoods, and so 
on. But thei*e is another set of risks, the burden of which 
has to be borne by the man wo?-king with borrowed capital, 
and not by the other; and we may call them Personal 
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Rinks. Fur liu wlio lends Wipital tu be ustul by Personal 
another for trade purposes, has to charge a high 
interest as insurance against the chances of some flaAv or 
deficiency in the borrower’s personal character or ability. 

The price then that the borrower Inis to pay for t he loan 

of capital, and which he )*egartls as interest, is 

. t. . i* 1 1 1 Gross interest 

trom the point ot view ot the lender moie does not tend 

properly to be regarded as profits: for it includes 'quality, 
insurance against risks which are often very hea\y, ainl 
Eamings of Management for the task, which is often very 
arduous, of keeping those nsks as small as possible*. Varia¬ 
tions in the nature of these risks and of the task of manage¬ 
ment will of course occasion corresponding variations in the 
Gross interest, so willed, that is paid for th(‘. use of money. 
The tendency of competition is therefoi*e not towards equaliz¬ 
ing this Gross intf^rest: on the contrary, the more thoroughly 
lenders and bori'owers understand tluur busihess, the more 
certainly will some classes of borrow<‘rs obtain loans at a 
lower rate than otlnns. 

We must defer to a later stage our study of the marv(‘.l- 
lously efficient organization of the modem Money Market by 
which capital is transfern'd from one place wliere it is super¬ 
abundant to another where it is wanted; or from one trade 
that is in the process of (xiiitraction to another which is being 
expanded; and at pi'csent we must be contented to take it 
for granted that a wry small difference between the rates of 
Net inten^st to be got on the loan of capital in two different 
modes of investment in the same Western country will cause 
capital to flow, though perhaps by indirect channels, from tJie 
one to the other. 
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rUOFlTS OF C.UMTAL AND lU^SINKSS VOWKK. 


J. In the eon eluding Chapters of H<jok iv. we luiide 
fiome study of t.he \'anous forms of business This Chapter 
management, and the faculties required for them; relation to 
and we saw liow' tlie supply of business power in of Book iv. 
command of capital may bo nigarded as consisting of three 
elements, tluj supply of capital, the suj^ply of the business 
power to manage it, and the supply of the organization by 
which the two are brought togetlun* and mach^ effective for 
production We have now to carry this study further; and 
to inquire more closely into the nature of the services rendered 
to society by those who undertake and manage business 
enterprises, and the rewards of t^is work. We shall find 
that the causes w^hich govern the earnings of busim^ss men am 
less arbitrary, and present closer analogies lo those which 
govern other kinds of earnings than is commonly supposed. 

We must however make a distinction at starting’. The 
Struggle for Survival tends to make* those 
methods of organization prevail, which are best, struggle for 
fitted to thrive in their environment; but not 
necessarily those best fitted to benejit their environment, 
unless it liappens that they are duly ro\varded for all the 
l^enefits which fbey confer, whether direct or indirect. .i\jud 
in fact this is not so. For as a general rule the Law of 
Substitution—which is nothing more than a special and limited 
application of the T^aw of Survival of the Fittest—tends to 
1 See Book iv. Ch. viii. 
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make one method of industrial organization supplant another 
when it offers a direct and immediate service at a lower price. 
The indirect and ultimate services which either will render 
have, as a general rule, little or no weight in the balance ; 
and as a result many businesses languish and die, which might 
in the long run have done good work for .society if only they 
could have obtained a fair start. This is espi’icially tinn^ of 
some forms of co-operative associations. 

In this connection we may divide employers and otlnu' 
undertakei*s into two classes, those who open out new and 
improved methods of business, and those who follow b(?aten 
tracks. The services wliich the latter pcu’foi-rn for soidety are 
chiefly direct and .seldom miss their full reward ; but it is 
otherwise with the former class. 

For instance, economies have lately been introduciMl int.o 
some branches of iron manufacture by diminishing the number 
of times which tlu'. metal is heated in passing from pig iron l.o 
its tinal fonn ; and .some of these new inventions have been of 
siuih a natui'c that they cimld neither be patented nor kept 
secret. Let us suppo.se then that a manufacturer with a 
capital of £50,000 is getting in normal times a net prolit of 
£4,000 a year, £1,500 of'Which we may regard as his Farnings 
(jf Management, leaving £2,500 for the other two elements of 
ju’oflts. We assume that he has been working so far in the 
.same way as his neighbours, and showing an amount of aijility 
which, thougli gre(\t, is no more than the normal or average 
ability of tlie people who till such exceptionally diflieult posts; 
that is, we assume that £1,500 a year is the normal earnings 
for the kind of work he has been doing. But as time goes on, 
he thinks out a way of dispensing with one of the heatings 
that have hitherto been customary; and in consequence, 
without increasing his expenses, he is able to increase bis 
annual output by things which can be sold for £2,000 net. 
So long, therefore, as he can sell his wares at the old price, 
his Eai-nings of Management will be £2,000 a yeai- al)ove the 
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;i.vora^e : and }ie will earn th«j full rewai-d of liis services to 
society. His neighbours however will copy his plan, aiifl 
probably make more than average profits for a time. But 
soon oompotitiori will increase the supply, and lower the price 
of theii- wares, until their profits fall to about their old level ; 
foi* no one could get extra high wagas for making eggs stand 
on their ends after Oolundms’ plan h;wl become public 
pi'operty. 


Many business imm whose inveiitions have in tlie long run 
been of almost pricele.ss value to the world, have died in 
poverty; and while many men have amassed great wealth by 
good fortune, rather than by exceptional ability in the per¬ 
formance of public services of high importance, it is probable 
that those business men who h.avo pioneered new paths have 
often conferred on society benefits out of all proportion to 
their own gains, even though they have died millionaires. 


2. We will now begin by tracing the action of tJu‘ 
Tifiw (jf Substitution in adjusting the rewards of 

. , , . , action of 

the services rendered to society by ordinary work- the Law of 
men, by foremen, and by employers of different frTconnom^g 
grades. We have already noticed t^at a great Earnings of 
part of the work done by the Iniail of a small 
business himself, is relegated in a large business to salaried 
heads of departments, managei-s, foremen and others. And 
this thread will guide us to much that is useful for our present, 
inquiry. The simplest case is that of the earnings of the 
ordinary foreman; with which we may begin. 


Let us suppose, for instance, that a railway contractor or* 
a dockyard manager finds that it answers best to luu'(‘ one 
foreman to every twenty labourers, while paying him twice the 
wages of one of them. This means that, if ho found himself 
with 500 labourers and 24 foremen, he would expect to get 
just a little more work done at tlie same expense by adding 
one more foi^einan, than by adding two more ordinary 
labourers : while if he had had 490 labourers and 26 foremen, 
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he would h{i\ o found it l)otter to add two more labourers. If 
he could have got his foi*eniJiii for one and a half times the 
wages of a labourer, perhaps he would have employed one 
foreman to every fifteen labourers. But, as it is, the number 
of foremen euiployed is determincid at one-twentieth of that 
of the labourers, and their demand j)rice at twice the 
labfmrers’ wages. 

In exceptional cases the foi'eraeii may (^arn their wages 
by over-driving those whose work they superintend. But we 
may now suppose them to contribute to the success of the 
undertaking in a legitimate way, by securing a better orga¬ 
nization of its details; ah that fewer things are done amiss 
and need to be undone; so that everyone finds the help that 
he wants in moving heavy weights, tfcc,, ready for him just 
when ho wants it; so that all machinery and implements are 
•'kept in goal working onler, and no one has to waste his time 
and strength by working with inadequate appliances, and so 
on. The >vages of foremen who do work of this kind may 
be taken as typical of a great part of the Earnings of Man¬ 
agement : society, acting through the individual employer, 
offers an effective (hnnai^J for tlunr services until that uiargin 
is reached at which the aggregate etliciency of industly would 
be increased l)y adding workers of some other gracle more 
than by adding th(5 foremen whose wages would add an equal 
amount to the expenses of production. 

§ 3. So far tluj I'lmployer has been regarded as tJui agent 
, . through whom the Law of Substitution acts in 

The Law of p 

Substitution contriving and arranging the factors of jiro- 
the*ernp°oyer duction So that the maximum of direct services 
an^aiaoon (estimated by their money measure) should be 
performed at a minimum money cost. But now 
we have to l<K>k at the work of the employers themselves 
l)eing (;ontrived and arranged for them, though of course in 
a more haphazard fashion, by the immediate action of their 
own competition. 
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Jji the Ill's! place we find the small employer, who does the 
whole work of management and superintendence in his busi¬ 
ness competing with the large employer who retains in his own 
hands only the supreme work of controlling the higher policy 
of the busine.ss. And in this way as the earnings and services 
of foremen are weighed on the one side against those of ordinary 
labourers, so on the other the earnings and services of the 
foremmi and managers who in tlie large business are hired to 
do much that the small employer does liimself, are wiu'ghed 
against his. 

. It is true tiiat/ the small employer needs capital of his 
own; but as we have already noticed * there is a constant 
increase in the ease with which a man who has the faculties 
for managing a business, can borrow the requisite capital. 

It is true that th(5 new man with but little capital of his 
own is at a disiwlvantage in trades which move • 

slowly and in which it is necessary to sow a long '^working 
time before one reaps. But in all those in- with borrowed 
dustries in which bold and restless enterprise 
can reap a quick harvest; and in particular wherever high 
pi'ofits are to be made for a time by cheaper reproductions of 
costly wares, there the new man is in his element: it is bp who 
by his (juick resolution and dexterous contrivances, and perhaps 
also a little by his natural rtjcklessness, “forces the pace.” 

And he often holds his own with great tenacity- even 
undtu- considerable disadvantages; for the freedom 
and dignity of his position are veiy attractive to for a small «- 
him. Thus the peasant proprietor whose little 
plot is heavily mortgaged, the small so-called “sweater” or 
“gari’et master” who takes out a sub-contract at a low price, 
will often work harder than the ordinary workman, and for a 
lower net income. And the manufacturer who is doing a 
large business with compamtively little capital of his own 

1 Comp. Book IV. Cb. xii. § 7. 
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will r(.‘«*kon liis lalxmr an<l anxiety almost as nothing, for 
he knows that he must anyhow work for his living, and lu‘- 
is unwilling to go into service to another; he will therefore 
work feverishly for a gain that would not count much in the 
halance with a wealthier rival, who, bc;ing able to retire and 
liv(! in comfoi't on the interest of his capitfil, may be doubting 
whether it is worth while to (uidure any longer th(^ wear-and 
tear of business life. 

t, liub the w’eighing in the balance of tlui servic(is, and 
Joint stock therefore the earnings, of employees against the 
companies, learnings of Management of employers is in, 
some ways Ijest illustrated by reference to Joint-stock com¬ 
panies. For in them most of the work of management is 
divided between salaried directoi’s (who indeed hold a few 
shares themselves) and salaried managers and other sub- 
Qjrdinate officials, most of whom have little or no capital of any 
kind; and their earnings, being almost the pure earnings of 
labour, ar(i govenied in the long nui by those general causes 
which rule the earnings of lalx)ur of equal difficulty and dis¬ 
agreeableness in ordinary occupations. 

Joint-stock companies^ seldom have the enterprise, the 
energy, the unity of purpose and the quickness of actjon of a 
private business. But these disadvantages are of j'elatively 
small intportiiiiee in some trades. That publicity, which is 
one of tne chief draw’backs of public companies in many 
^branches of manufacture and of speculative commerce, is a 
positive advantage in oixlinary Banking and Insurance' and 
kindred businesses; while in these, as well as in most of the 
Transport industries (railways, tramways, canals, and the? 
supply of gas, water and electricity), their unbounded coin- 
iiiaiid over c.ipital and their length of life give them undis- 
j.uto(} sway. 

Ill some cases they are tempted to aim at monopoly, and, 
wlulo fighting for victory over their rivals, they disturb the 
market, Wheji however peace has been reached by com- 
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bination among themselves, or by the victory of the strong 
over the weak, a far seeing, if sluggish, policy is generally 
pursued; and tliis exercises a steadying influence on the 
industry controlled by them. But it hinders the rise of 
young liriiis with constructive genius; and, by retarding the 
adaptation of production to new conditions, it indirectly 
increases the irregularity of employment. 

Thus then each of the many modern metlKxls of business 
has its own advantages and disadvantages: and its application 
is extended iindei* the action of the I^aw of Substitution in 
every direction until that limit or margin is reached, at which 
ils special advanUiges for that u.se no longer exceed its dis¬ 
advantages. 

^ 5. The supply of business power is large and elastic, since 
th(? area from which it is drawn is wide. Every- supply of 
one has the business of his own life to conduct; j^.“®*"***j 
this, if done well, aftbrds to some extent training from a wide 
for business management; and there is therefore 
no other kind of highly paid ability which depends so little 
on lalxjur and expense applied specially to obtaining it, and 
which depends .so much on so-called “natural and is non- 
<|ualities.'’ And, .secondly, business power is specialized, 
highly non-specialized; because in the large majonty of 
tnides, technical knowledge and skill become every day less 
important relatively to the broad and non-specializedfaculties 
of judgment, promptness, resource, carefulness and steadfast¬ 
ness of purpose. 

And we may conclude that the rarity of the natural 
abilities and the expensivene.ss of the special ^he adjuat- 
ti’aining reijuired for the work alfect nonnal of E«rn- 
Earnings of Management in much the same way cu*ijjj°«tid**/m- 
as they do the normal wages of skilled labour. 

In either cvuse a rise in the income to be earned fairly «ccu. 

sets in operation forces tending to incrt^ase the 

supply of those capable of earning it; and in either case the 
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extent tu whicli the supply will be increased by a given rise 
of income, depends upon the social and economic condition 
of those from whom the supply is drawn. For though it is 
true that an able business man who starts in lift? with a great 
deal of capital at\d a good business connection is likely tt) 
obtain higher Earnings of Management than an equally able 
man who starts without these advantages; yet there are 
similar, though smaller, inequalities between the earnings of 
professional men of equal abilities who start with unequal 
social advantages; and the wages even of a working man 
depend on the start he has had in life almost as much as on 
the expense which his father has ])een able to afford for his 
education \ 

1 Some (lifficultieH in obtaining, accurate knowledge of the true Earnings 
of Management in different trades are indicated in PriHciples VI. vii. 7. 
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CHAPTER VIII. 

PROFITS OF CAPITAL AND BUSINESS POWER, CONTINUED. 

§ 1. I’liK profits of a business are the excess of its n^ceipts 
over its outj^oings, and the aiimial rate of profits is the ratio 
which the yearly profits bear to the capital in- vve have next 
vested. We have next to inquire whether there to examine the 

^ tendency of the 

is any general tendency of tlie rate of profits to rate of profits 
!•. to equality. 

equality. 

Adam Sinitli said :—“ TIk^ whole drugs which the best 
(iinployed apothecary in a largo market-town will sell in 
year may not perhaps cost liim above thirty or forty pounds. 
Though he should sell them, therefore, for three variations in 
or four hundred or a thousand per cent, profit nominal profits 
this may frequently be no more than the reason- and small 
able wages of his labour in they)nly way in businesses, 
which lie can charg(i thesm, upon the price of the drugs. I'he 
greater part of the apjiarent profit is rt^il wages disguised in 
the garb of profit.” 

But it is important to distinguish between the annual 
rate of profits on the capital invested in a 
business, and the rate of profits that are made annum and on 
every time the capital of the business is turned ' * 
over; tliat is every time sales are made equal to that 
<xipital, or the rate of profits on the turnover. At present we 
are concerned with profits per annum. 

The greater part of the nominal inequality between the 
normal rates of profit in small businesses and in large would 
disappear, if the scope of the term profits were narrowed in 
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Correction of 
an anomaly of classes of sei’vices. 
language. 


the foriiK^r ease or widened in the latter, so that it included 
in both cases the remuneration of the same 
There are oven reasons for 
thinking that the rate of profit, rightly estimated, 
on large capitals tends to bo higher than on small. For of two 
businesses competing in the same trade, that with the larger 
capita] can nearly always buy at the cheapcu- rate, and can 
avail itself of many economies in the specialization of skill ajid 
machinery and in other ways, which are out of the reach of 
the smaller business: while at most the only important ad¬ 
vantage, which the latter is likely to have, consists of its 
greater facilities for getting near its customers and consulting 
their individual wants. In trades in which this last advantage 
is not imp(jrtant, and especially in some manufactuiing traders 
in which the large? firm can sell at a better price than tin? 
small one, the outgoings of the fo»*jner ai*e proportionately less 
tf.rid the incomings larger ; and therefore, if the pi’otits bt? 
leckoned in the same way in both cases, the rate of profits 
in the former case must be higher than in the latte)*. 

But these are the very businesses in which it most fre¬ 
quently happens that large firms after first crushing out small 
ones, either combine wit]^ one another and thus secure for 
themselves the gains (jf a limited monoj>oly, or by keen 
competition among themselves rwluce the rate of profit very 
low. There are many branches of the textile, the metal, and 
the transport trades in which no business can be started at 
all except with a large capital; while those that are begun 
on a jTioderate .scale struggle through great dilKculties, in the 
hope that, after a time, it may be possible to find employment 
for a large capital, which will yield Earnings of Management 
high in the aggregate though low in proportion to the capital. 

There ai-e some trades which require a very high order 
of ability, but in which it is nearly as easy to manage a very 
large business as one of miKlerate size. In rolling mills, for 
instance, there is little detail which cannot be reduced to 
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routine, and a capital of £1,000,000 invested in them can be 
controlled by one able man. A rate of profits of 20 per 
cent., which is not a very high average rate for some parts of 
the ii*oTi trade, would give the owner of such works Earnings 
of Management amounting to more than £150,000 a yeai\ 
And since ii-on-masters can with so little additional effort 
get the Earnings of Management on an increased capital, 
wealthy men remain in the trade longer than in most othei*s ; 
and the competition of the great iron masters with one another 
is said to have reduced the average rate of profits in the 
tj’ade below the ordinaiy level. 

The rate of profits is low in nearly all those tiiules which 
rc(juir(5 very little ability of the highest order, and in which 
a public or private firm with a good connection and a large 
(vapital can hold its own against new-comers, so long as it is 
mamiged by men of industrious habits with sound common ^ 
sense and a moderate share of enterprise. And men of this 
kind are seldom wanting either to a well-established public 
company or to a private firm which is ready to take the 
ablest of its servants into partnership. 

We may then conclude, firstly that tin; true rate of profits 
in large businesses is higher than atf first sight Q^ncrai result 
appears, because much that is commonly counted of the^compa- 
as profits in the small business ought to be classed large buBinesa- 
under anotlnu’ head before the rate of pn^fits in *’’*^”'**1- 
it is compared with that in a large business: and secondly 
tliat, even when this correction has been made, the rate of 
profits declines generally as the size of the business increases. 

2. The normal Earnings of Management are of course 
high ill proportion to the capital, and therefore 
the rate of profits per annum on the capital is where*the c\*r- 
high, when the work of management is heavy in 
proportion to the capital. Individual tnwles Utively to the 
have indeed peculiarities of their own; and all *^**®‘^' 
rules on the subject are liable to great exceptions. But gene- 
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rally it may be said that the extent of tlie woi-k of manafjje- 
ment needed in a business depends more on th(j amount 
x)f Circulating capital used than on that of the Fixed. The 
rate of profit tends therefore to be low in trades in which 
there is a disproportionately lai’ge amount of durable plant 
that i‘(^quires but little trouble and attention when once 
it has been laid down. As we have seen, tlujse trades are 
likely to get into the hands of joint-stock companies : and the 
aggregate salai'ies of the directors and higher officials bear a 
\’e!’y small proportion to the capital employed in the case of 
railway and water companies, and, even in a more marked 
degree, of companies that own canals and docks and bridge.^. 

§ tk' Our in([uiry may now pass away from the annual 
rate of profits on tlui capital invested in a business, to the 
The rate of profits that arc made every time sales 

profits on the equal to the capital of the business ai’c made, or, 
turnover. commonly said, the rate of pi’ofits “ on the 

fJhrnover.” It. is (ilear that if the average ntst profits in two 
businesses are twelve per c(mt. per annum, and the fii'st turns 
over its capital 4 times in the year and the other only once, 
the profits on tin; turnover must be twelve per cent, in tin; 
latter case, and only ili>out three per cent, in the former. 
And we are thus brought to consider the causes which de- 
tennine the rate of profits on the “turnover;’' or, which comes 
to the*saine thing, the p(;rcentage of the supply price t)f a 
commodity which has to be classed as profits. 

It is obvu)UH that wholesiile dealers, who buy and sell 
large quantities of pr<xluce in single transactions, and who are 
able to turn over theii- capital veiy rapidly, may iiTake large 

^ Proftts are cxcertioitally high wlujre the wages-bill is veiy large re¬ 
latively to the capital. This subject is treated in PriucipleH VI, vm. 2 where 
it is argued that the least inaccurate of all the broad statements that cun be 
made with regard to a general tendency of i>rolits to etpiality in different 
trades, is that where equal capitals are employed, profits tend io be a certain 
jiercentage per annum on the total capital, together with a cenaiii percentage 
on the wages-bill. 
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fortunes thouji^h their average profits on the turnover are less 
than one per cent.; and, in the extreme case of 
large stock (exchange dealings, even when they, 'thin 

are only a small fraction of one per cent. But a the annual rate 

, , • 1 of profits on 

shipbuildei’ wlu) has to put labour and material capital. Illus- 

into the ship, and to provide a berth for it, a long mstan- 

while bt^fore it is ready for sale, and who has to 
take care for every detail connected with it, must add a vejy 
high percentage to his dinict and indirect outlay in order to re¬ 
munerate him for his laliour, and the locking up of his capital. 

Again, ill the textile industri(‘s some firms buy raw material 
and turn out finished goods, while others confine themselves 
to spinning, to weaving, or to finishing: and it is obvious that 
the rate of pinlit on the turnover of one of the first class must 
be ecpial to the sum of the ratios of profit of one of t'aeli of tlu) 
tliree other classes. Again, the retail dealers' profit on the 
turnover is often only fivt^ or ten per cent, for commodities 
which are in general demand, and which are not suliject to 
(jhanges of fashion; so that while the sales are lai’g(}, the 
nccessaiy stocks are small, and the capital invested in Ihein 
can be turned over very rapidly, with veiy little trouble and 
no risk. But a profit on the turno\'€r of nearly a hundred 
per cent, is required to remunerate the retailer of some kinds 
of fancy goinls which can be sold but slowly, of which varied 
stfjcks must be kept, wliich require a largt; space fot their 
display, and whicli a change of fashion may render unsaleable 
except at a loss ; and oven this high rate is often exceeded in 
the ease of fish, fruit, flowers and vegetables. 

Wv see then that thei-e is no general tendency of profits 
on the turnover to equality; but there may be, and as a matter’ 
of fact there is in each triide and in every branch of e^ch 
trade, a more or less definite rate of profits on the turuovei* 
which is re^^arded as a “fair^' or normal rate. Of course 
these rates are always changing in consequence of changes in 
the methods of trade ; which are generally begun by individuals 
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who desire to do a larger trade at a lower rate of protit on 
the turnover than has. been customary, but at a larger rate 
of profit per annum on their capital. If however there 
happens to l)e no great change of this kind going on, the 
traditions of the tnule that a certain rate of pr*otit on th(5 
turnover should be charged for a particular class of work ai-e 
of great practical service to those in the trade. Such traditions 
are the outcome of much e.xperience tending to show that, if 
that rate is charged, a proper allowance will be made for all 
the costs incurred for that particular purpose, and in addition 
the normal rate of profits per annum in that class of business 
will be afforded. If they charge a price which gives nmch 
less than this rate of profit on the turnover tln^y can hai-dly 
prosper; and if they charge much more they are in danger 
of losing their custom, since others can afford to undersell 
^ them. This is the “fair” rate of profit on the turnover which 
an honest man is e.xpected to cliarge foT* making goods to 
order, when no price has been agreed on Ix'forehand ; and it is 
the rate which a court of law will allow, in case a dispute 
should arise between buyer and seller. 

§ 4. During all this inquiry we have had in view chielly 
Profits are a ultimate, or loiig-period or true normal results 

constituent of economic forces; we havt; considered the way 
normal in which the supply of business ability in command 

supply-piice. capital tends in the long run to adjust itself to 
the demand ; we have seen how under tlie action of the I^aw 
of Substitution it seeks constantly every business and every 
method of conducting every business in which it can render 
services that are so highly valued by persons who are able to 
pay good prices for the satisfaction of their wants, that those 
services will in the long run earn a higli reward. The motive 
force is the competition of undertakers : each one tries every 
opening, forecasting probable future events, reducing them to 
their true relative proportions, and considering what surplus 
is likely to be afforded by the receipts of any undertaking over 
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Ihe outilay required for ifc. All his prospective gains enter 
into the protits which draw him towards the undertaking; all 
the investments of his capital and energies in making the 
appliances for future production, and in building the 
“Immaterial ” capital of a business connection, have to show 
themselves to him as likely to be profitable, befoni he will 
enter on them : the whole of the protits which he expects from 
them enter into the lewarrl, which he expects in the long run 
for his venture. 

Much of the argument of Chapter V. as to the earnings of 
inclustrial skill is applicable to the earnings of business power. 
There ani, however, some differences between the two cases, 
which call for our study. 

5. I n the first places the undertaker’s profits bear the 
tiT‘.st brunt of any chang(‘. in the price of those Profits fluctu- 
things which are the product of his capital 
(including his business organization), of his greater ratio: 
lalxmr and of the labour of his employes; and as a result 
fluctuations of his profits generally prece<le Huctuatipns of 
their wages, and are much more extensive. Kor, other things 
being equal, a comparatively small ri.se in the price for which 
he can .sell his product is not unlikel)' to inci’ease his profit 
manyfold, or perhaps to substitute a profit for a loss. That 
rise will make him eager to reap the harvest of good prices 
while he can; he will be in fear that his employe wifl leave 
his employment or refuse to work. He will l)e more able 
and more willing to pay high wages; and wages 
will rise. But experience shows that (whether of employes lag 

, behind, and 

they care governed by sliding scales or not) they their fluctua- 
seldom rise as much in proportion as prices; and ***“■ 

thei’efore they <lo not rise nearly as much in proportitm as 
profits. 

Another aspect of the same fact is that when trade is 
bad, the employ^ at worst is earning nothing towards the 
support of himself and liis family; but the employer’s out¬ 
goings are likely to exceed his incomings, particularly if he 
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is using much hon*owecl capital. In that case his Gi'oss 
Earnings of Management are a negative quantity ; that is, lu; 
is.losing his capital. In very bad times this happens to a 
great number, perhaps the majority of undertakers; and it 
happens almost constantly to those who are less fortunate, or 
less able, or less well fitted for their special trade than others. 

§ 6. To pass to another point, the number of those who 

. succeed in business is but a small ])cr-c(mfcage of 
The profits of ,1 

individuals the whole; and in their hands are concentrated 

widei^th^n f<‘rtuluis of others several times as numerous 

ordinary earn- as theiiiselves, who have mad(5 savings of their 
mgs o. own, or who have inherited the savings of others 

and lost them all, together with the fi’uits of their own elfoi*ts, 
in unsuccessful bu.siness. In order therefore to find the 
average profits of a tra<ie we must not divide the aggregate 
‘ profits made in it by the number of those who are reaping 
them, nor even by that number added to the number who 
have failed: but from the aggr(>gat(; profits of the successful 
we must subtract the aggregate lessees of those who have 
failed, and perhaps disappeared from the trade; and we must 
then divide the remairu^ler by the sum of the numbers of those 
who have succf^cded and those who have failed. It is probable 
that the true Gross turnings of Management, that is, the 
excess^of profits over interest, is not on the average more than 
a half, ixnd in some risky trades not more than a tenth part, 
of what it appears to be to persons who fonn their estimate 
of the profitabhmess of a tnide by observation only of those 
who have secured its prizes. There are however reasons for 
thinking that the risks of trade are on the whole diminishing 
rather tlian increasing*. 

* There are other diflfereneea between the earnings of business power and 
of ordinary earnings, for a study of wbicli, as w'ell as of the relation m which 
earnings of management stand to the rent of exceptional ability, and of the 
eouditions under which Profits are to be regarded as a Quasi-rent, the reader 
is refen ed to Princijiltn, VI, vm. 
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CHAPTER IX. 

RENT OF LANI\ 

§ 1. We may call to mind that the land has an “in¬ 
herent” income of heat and light and air and rain, which 
man cannot appreciably affect; and advantages income 
of situation, of which many are beyond man’s 
control, wliile but few of the wjmainder ai^e the properties 
direct result of the investment of capital and o^*®"*** 
effort in the land by its individual owners. The supply of 
those properties is not dependent on human effort, and would 
therefore not be increased by extra rewards to that effort. 
On the other hand those chemical or mechanical properties 
of the soil, on which its fertility largely depends, can be 
modified, and in extreme cases entirely changed by man’s 
jiction. 

Now let us revert to our study of the tendency to 
diminishing return in agriculture; still supposing that the 
owner of the land undertakes its cultivation, , 

’ Resumi of 

SO that our reasoning may be general, and Book iv. 
independent of the incidents of particular forms 
of land tenure. We saw how the return to successive “doses,” 
or applications of capital and labour, though it may increase 
for the first few doses, will begin to diminish when the land 
is already well cultivated. The cultivator continues to apply 
additional capital and labour, till he reaches a point at which 
the return is only just sufficient to repay his outlay and 
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reward him for his own Avork. Thafc will be the dose on the 
margin of cultivation, whether it happens to bo applied to 
ricb or to poor land. An amount equal to the return to it 
will be required, and will be sufficient to repay him for each 
of his previous doses; and the excess of the gross produce 
over this amount is his producer’s surplus. Supposing him 
to be a man of ordinary ability and enterprise and to farm 
fairly well, this Avill be what is commonly called the rental 
value of the land. 

This surplus or rental value depends on, firstly, the 
richness of the land, and secondly, the relative values of 
those things which he has to sell and of those things which 
he needs to buy. And the prices at which the various 
requisites of the farm can be bought, and its various products 
sold, depend on his surroundings; and changes in that are 
continually changing the relative values of different crops and 
therefore the relative values of land in different situations. 

Thus it is important to remember that inequalities of 
situation relatively to the best markets are just as powerful 
causes of inequalities of producer’s surplus as are inequalities 
of absolute productiveness. But England is so small and so 
thickly peopled, that the cultivator can get nearly the same 
net price in whatever part of England he is; and English 
economists have ascribea to fertility the first rank among the 
causes which determine the value of agricultural land, and 
have treated situation as of secondary importance. They have 
therefore often regarded the producer’s surplus, or rental 
value, of land as the excess of the produce which it yields, 
over what is returned to equal capital and labour (applied 
with equal skill) to land that is so barren as to be on the 
margin of cultivation; without taking the trouble to state 
that separate allowance must be made for differences in the 
expense of marketing. But economists in new countries, 
obserAung that the richest land may lie uncultivated if it 
has not good access to markets think of situation at least 
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(M|iially iinportaiife with fertility in determining the value 
of land. In their view land on the margin of cultivation is 
land far from Tiiarkets; and the pioducer’s surplus presents 
itself to tiiem as the excess valine of the produce from well- 
situated land over that which equal labour, capital (and skill), 
would get on the worst situate<i land; allowance being of 
course Tiuwle for difterences of fertility, if necessary. 

§ tl. 'Phe argument of this chapter so far is applicable 
to all systems of land t(murc‘, which recognize private owner*- 
ship of land in any form; for it is concerned Argument 
with that producer's surplus, which acenuis to 
tlio owner if he cultivates his land himself; or, of tenure, 
if he does not, tium accrues to him and his tenants, regarded 
as a firm engag(5d in the business of cultivation. Thus it 
holds true, whatever he tin? division which custom or law or 
contract may have arranged between them with regard to^ 
their several shares of tln^ cost of cultivation on the one hand, 
and the fruils of tin? cultivation on the other. Petty's 
memorable statement of the law of rent is so woided as to 
apply to all forms of tenure aivl to all stages of civiliza¬ 
tion:—“Suppose a man could with his own hands plant a 
certain scope of Ijand witli Corn,* that is, could Digg, or 
Plough; Harrow, We.(;d, Reap, Carry home, Thresh, and 
Winnow so much as the Husbandry of this Land requires ; 
and had withal 8('ed wherewith to sow the same.* I say, 
that when this man hath siilxlucted his sc^ed out of the 
proceed of his Harv(^st, and also what himself hath both 
eaten and given to others in exchange for Clothes, and other 
Natural necessaries; that the Remainder of CorTi, is the 
natural and true Rent of the Laud for that year ; and th(‘ 
medimn of seven years, or rather of .so many years as make 
up the Cycle, within which Hearths and Plenties make their 
revolution, doth give the ordinary Rent of the Land in 
Coni‘.” 

^ Tuxch ami Vontrihutwns^ iv. 18. 

M. 20 
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At the present day, in those parts of England where 
custom and sentiment count for least, and free competition 
and enterprise for most in the bargaining for the use of 
land, it is commonly understood that the landlord supplies, 
and in some measure maintains, those improvements which 
are- slowly made and slowly worn out. That being done, he 
requires of his tenant the whole producer’s surplus which the 
land thus equipped is estimated to afford in a year of normal 
hai-vests and normal prices; after deducting enough to replace 
the farmer’s capital with normal profits; so that the farmer 
stands to lose in bad years and gain in good yeara. In this 
estimate it is implicitly assumed that the farmer is a man of 
normal ability and enterprise for that class of holding; and 
therefore, if he rises above that standard, he will himself reap 
the benefit; and if he falls below it will himself bear the loss, 
and perhaps ultimately leave the farm \ 

The so-called English system has some disadvantages; but 
when we come to compare it with other systems, we shall sec 
that it afforded great advantages to a country, which pion¬ 
eered the way for the world in the development of free 
enterprise; and which therefore was impelled early to adopt 
all such changes as give freedom and vigour, elasticity and 
strength. 

^ In other words, that part of the income derived from the land which the 
landlord obtains, is governed, for all periods of moderate length, mainly by the 
market for the produce, with but little reference to the cost of profviding the 
various agents employed in raising it; and it therefore is of the nature of a 
rent. And that part which the tenant retains, is to be regarded, even for 
short periods, as profits entering directly into the normal price of the produce; 
because the produce would not be raised unless it were expected to yield those 
profits. The more fully therefore the distinctively English features of land 
tenure are developed, the more nearly is it true that the line of division be¬ 
tween the tenant’s and the landlord’s share coincides with the deepest and 
most important line of cleavage in economic theory. 
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^1. I\ early tiiiien, and in some hackwuixl eountrios even 
in our own age, all rights to property depend on Early form* of 
,^,^!ne|■al understandings rather than on precise Land-tenure^ 
laws and documents. In so far as these under been based on 
standings can be reduced to delinit<5 terms and 
ex})ressed in the language of nuKlern business, they are 
generally to tin? following effect:—The ownership of land* 
is V(<sted, not in an individual, but in a tinn of which one 
u]einb(*r or grouj) of members is the sleeping partner, while 
anotlier member or group of membei's (it may be a whole 
family) is the working partner. 

The sleeping partner is sometimes the ruler of the State, 
sometimes he is an individual who^nherits what was once 
the duty of collecting the payments due to this ruler from 
tli(‘. cultivators of a certain part of the soil; but what, in 
the couiNe of silent time, has become a light of ownership, 
more or less definite, more or less absolute. The sleeping 
jiartner, or one of them, is generally called the proprietor, or 
landholder or landlord, or even the landowner; though this is 
an incorrect way of speaking, when he is restrained by law 
<>r custom from turning the cultivator out of his holding, 
(ither by an arbitrary increase of the payments exacted from 
him or liy any other means*. 

’ ('ustom is liowever really more elastic than at lirst sight appears, as is 
hIiowii even by recent Englisli history. Cantion is therefore needed in 
applying Kicai'dian analysis to modem English land problems as well as to 
those nrising out of more primitive systems of land tenure. See Principles VI. 
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S 2. Tn a great part of Latin Europe the land is divided 
, into lioldings, whicli the tenant cultivates by the 

rental by labour of himself and his family, atid some- 

shares. times, though rarely, that of a few liii-ed laboui*- 

ei-s, and for which the landlord supplies buildings, cattle and, 
sometimes e\'en, farm implements. This system is eallefl 
Metaymje. Its advantages are considerable when the holdings 
are very small, the tenants poor, and the landlords not averse 
to taking much trouble about small things: but it is not 
suitable for holdings large enough to give scope to the entei*- 
prise of an able and responsible tenant. It is commonly 
associated with the system of peasant propritdorship : and we 
may consider that next*. 

The position of a peasant proprietor has great attractions. 
The peasant what he likes, he is not worried 

„ proprietor by the interference of a landlord, and the anxiety 
lest another should mip the fruits of his work and self- 
denial. His feeling of ownership gives him self-respect, and 
stability of character, and makes him provident and tem¬ 
perate in his habits. He is scarcely ever idle, and seldom 
regards his work as mere drudgery; it is all for the land 
that he loves so well. 

‘‘The magic of j)roperty turns sand into gold,’’ said 
Arthur Young. It undoubtedly has done so in many cases 
in whicK the proprietors have bec;n men of exceptional energy. 
But such men might perhaps have done as well or better if 
their horizon luul not b(;en limited to the narrow hopes of a 
peasant proprietor. For inde(^d there is another side to the 
is generally an pictun^ “ Lrfincl,” we are told, “ is the best 
sefdo^m an^effi- savings-bank for the working man.” Sometimes 
cient worker it is the second best. But the very best is the 
<!m;rgy (jf himself and his children; and the peasant pro- 

‘ Metayage enables a iH)or man to get the use of capital at a low charge, 
:iii<l to have more freedom and reBponsibility than a hired labourer, though 
1(>SK than an English farmei'. It is a form of Go-operation. 
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prietors’ thou^ts are so full of the one that they often 
starve the other. Many even of the richest of them stint 
the food of themselves and their families: they pride them- 
selvas oil the mspectability of their houses and furniture; 
but tliey live in their kitchens for economy, and are practically 
worse housed and far worse fed than the bett(‘r class of 
Knglish cottagers. And the poorest of them work hard 
during veiy long hours, but do not really get through much 
work, because they feed themselves worse than the poorest 
Knglish labourers. They do not understand that wealth is 
useful only as the ipeans towards a real income of happiii(*ss ; 
(hey sacrifice the end to the means. 

And it must be recollected that the English labourers 
represent the failures rather than the successes 

and he is not 

the English system. 1 hey are the descendants so well repre- 
of those who for many successive generations Worid^as* 
have not availed themselve.s of the opportunities the English la- 
by which their abler and more adventurous 
neighlKmrs were rising to leading posts at liomei, and, what is 
far more important, were acquiring the fee simple of a great 
part of the surface of the globe. Of the causes which lla^'e 
(contributed to make the English radfe the chief owners of the 
New World, the most important is that bold enterprise which 
has imule a man, who is rich enough to be a peasant ])ro[)rietui‘, 
generally refuse to be content with the humdrum lihi’and the 
narrow income (jf a peasant. And among tin? (causes which 
have fostered this enterprise, none is more important than 
the absence of the temptations to wait about for a petty 
inheritance, and to many for the sake of property rather 
than in the free exercise of individual choice—tmuptatioris 
which have often dulled the energy of youth in places in 
which peasfint properties have predominated. 

It is partly in consequence of the absence of tliese temp¬ 
tations that the “ farmers ” of America, though jhe American 
they are men of the working class cultivating tarnier- 
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ibeir own IjukI witli thoirowu hands, do not rosoinblo “peasant 
))roprietoi‘s‘.’' ’Ihoy invest their income freely and wisely in 
developing tin? energies of themselves and their childriMi; 
an(f these energies constitute the chief part of their capital, 
for their land generally is as yet of but little value. Their 
minds are always active, and though many of them have 
little technical knowledge of agriculture, their acuteness and 
versatility enable them to find out almost unerringly the best 
solution of the problem immediately before them. 

That problem is generally to obtain a produce large in 
American proportion to the labour spent on it, though 
methods of small in proportion to the al)undant land at theii- 
cultivation. soiue part-s of Anu^rica however, in 

which land is beginning to get a scarcity value, and iu which 
the immediate neighbourhood of good markets is making an 
^ intensiv(j cultivation profitable, the methods of farming and 
of tenure are rearranging themselves on the English model. 
And within the last few years there have been signs of a 
tendency on the part of native Americans to hand over to 
peraons of recent European origin the farms of the West, as 
they have already done the farms of the East, and as they 
(lid long ago the textile ihdustries. 

^ 3. Tjet us then turn to the English system of touur(\ 
The English harsh as it has been in many respects, 

system ’ it yet had a great power of stimulating and econo¬ 
mizing that enterprise and energy, which, aided by England’s 
geographical advantages and freedom from devastating wars, 
gave her the leadei*ship of the world in Manufacture and 
Colonization and, though in a less marked degree, in Agri¬ 
culture. England has learnt lessons in agriculture from 

' Three-fourths of the forms in the United States are cultivated by their 
owners; and only one-third of the remainder is held by tenants under tin; 
English plan, whUe two-thirds are in a position somewhat similar to that of 
Metayers, except that they hold under definite contracts which are Imt little 
influenced by custom. 
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niJiTiy coiiutries and especially the N<?Uierlands ; hut on tlie 
wliolc she has taught, far more than she has learnt. And 
t)HU'<‘ is now no country except the Netherlands, which can 
conijuuc with luir in the amount of produce per ai;re of fertile 
land ; and no country in Europe which obtains nearly so high 
returns in proportion to the labour expended in getting them. 

Tlie chief merit of the system is that it enables the land¬ 
lord to keep in his own hands the responsibility 
for that part and only that part of the property landlord to 
which ho can look after with but little trouble to 

capital over 

liiiiis(df, and little vexation to his tenant. His which he can 
part consists of land, buildings and permanent ^®®P• 
improvements; and averages in England five times that which 
the farmer has to supply himself. The landloid is willing to 
supply this five-sixths of the necessary capital at a net rent, 
which seldom gives as much as three per cent, interest on 
its cost; and there is no other business in which the enter- 
pi’ising undertaker can lx)rrow what capital he wants at so low 
a rate, or can often Ixiri'ow so large a part of his capital al any 
rate at all. 

The second merit of the English system, which partly 
follows from the first, is that it g^es the land- 
loid considerable fi*eedoin in the selection of an considerable 
able and responsible tenant. But it is true that freedom of 
his good and bad qualities alike often tend tn • 
pi’evont his selecting tenants on strictly commercial principles. 
He seldom goes far afield for a new tenant: and until quite 
I’ecently, Ik; has seldom given facilities for an able working 
man. similar in character to the American farmer, to make a 
start on a small fann which he can cultivate with his own 
hands and those of his family and a few hired men 

4. We may next inquire how far those general ten- 

1 The Eiiglisli system on the whole tends to promote the discovery and the 
diffusion of improved methods: bnt even in England progress in agriculture is 
sliiwer than in manufactureH. 
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(lenci(*s towai’ds prcxluction on a largo scale, which we studied 
in B<X)k IV., ai'e applicable t<» agriculture under modern 
Engjish conditions. 

Fii’stly, agriculture must In* sprt?ad over the broad land ; 

^ . , raw material can be brought to the mamifactui’cr 

Special con- - 

ditionaofagri- for him to work on ; but the agriculturist must 
culture. work. Again, the workers on the land 

must adapt their work to the seasons, and can seldom confine 
themselves entirely to one class of work ; and in consequence 
agriculture, even under the English system, cannot move fast 
in the diriiction of the methods of manufacture.. 

But yet ther’e are considerable foi-cess teuding to push it 
in that direction. The progre-ss of invention is constantly 
increasing the number of serviceable, but expensive machines, 
for most of which a small farmer can find employment during 
,only a very short fhne. He may hire some of them from 
people who make it their business to undertake steam plough¬ 
ing and thrashing; but there are many, the use of which can 
be got only by eo-operatio?i with his neighbours; and the 
uncertainties of the weather prevcmt this plan from working 
very smoothly in practice. 

Again, the farmer must go beyond the results of his own 
, „ j and his father’s experience in order ti; keep 

increasing abreast of the changes of the day. He should be 

bus^ness*^able to follow the movements of agricultural 
ability. science and practice closely enough to see their 

chief practical applications to his own fann. To do all this 
pniperly requinis a trained and versatile mind; and a fanner 
wlio has these qualities could find time to direct the general 
coui"se of the management of several hundred, or even of 
several thousand acres: and the mere superintendence of his 
men’s work in matters of detail is not a task fitting for him. 
The work which he ought to do is as difiicult as that of a 
large manufacturer; and he would never dream of s})endiiig 
his own strength on minute .supervision which he can easily 



LAND TENURE. 


318 


liire Huboitlinates to do. A farmer who ean do this Jiigher 
work, must bo wasting his strength on work that is beneath 
}iim, un](\^'s lie (miploys many gangs of workmen, each of them 
under a responsible foreman. But there are n(jt many farms 
wliieh give .scope for this, and there is thei‘efoi-e very little 
in(luc(!ment for really able men to enter the business of 
farming: i he liost enterprise and ability of the (;ountry g(uie- 
rally avoid agriculture and go to trades in wliich thei-e is 
i-oom for a man of tirst-rat<! ability to do nothing but high 
class woi-k, to do a gr(‘at deal of il., and tluu-efore to get high 
Ijjarnings of Management. 

The (^xpeT’iment ()f working farms (ni a veiy large scale is 
ditlicult and (}X})ensive ; because, to be tried j>roperly, it would 
re(|uire fai-m buildings and means of communication specially 
adapted to it.; and it would have to.overcome a good deal of 
resistance from oustoui and sentiment not altogether of an 
unhealthy kind. The risk also would .be great; for in sucli 
cases those who pioneer often fail, though their route when 
well trodden may be found to be the easiest and best. 

If a farm is not very large, and if, as is often the case, the 
fanner has no greater ability and activity of 

‘11 • 1 1 , The farmer 

mind than is commonly to be fouim among the who works 
better class of working foremen in manufactures, 
then it would be best for others, and in the long run for him- . 
self, that h(i should return to the old plan of workin*g among 
his men. Perhaps also his wife might return to some of thos (3 
lighter tasks in and near the farmhouse which tradition 
ascribes to her. 'riiey require discretion and judgment, they 
are rot inconsistent with education and culture; and coinhincid 
with it they would raise and not lower the tone of her* lift', 
and her real claims to a good social position. Ther e is some 
retvson for thinking that the stem action of th(3 pi’iuciple of 
natural selection is now displacing those fanm;rs, who have 
not the faculty to do difficult head-work, and yet decline to 
do hand-work. Their places are being taken by men of more 
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than avenige natural ability who, with the help of morh^rn 
education, are rising from the ra,nks of labourers; who n-re 
qujte able to manage the ordinary routine work of a model 
farm; and who are giving to it a now life and spirit by 
calling their men to come and work, instead of telling them 
to go and work. Very large farms being left out of view, it 
is with rather small farms worked on these })rinciples that 
the immediate future, of English agricultun; seems to lie. 
Very small Very small holdings however have great ad N an- 

holdings. tjigoK wherever so much care has to bo given to 

individual plants, that machinery is out of place; and thei r 
is reason for hoping that they will continue to liold tlunr own 
in raising vegetables, flowers and fruit. 

T). We may next consider bow far landlords will in 

their own interest adjust the size of holdings to 
The interests t « i , r n , 

^ of landlords the real needs ot the people. Small holdings 

public **a8 re- require more expensive buildings, roads 

gards small and fences, and involve greater trouble and iii- 
hoidlngs. cidental expenses of management to the land¬ 
lord in proportion to their acreage than do large holdings; 
and while a large farmer who has some rich land can turn 
poor soils to gCKxi account, snijall holdings will not flourish 
generally except on good soil’. Their gross rental per acre 
must therefore always be at a higher rate than that of large 
farms. ‘ But it is contended that, especially when land is 
heavily burdened by settlements, landlords are unwilling to 
incur the expense of subdividing farms, unless they sec their 
way to rents for small holdings that will give them, in 
addition to high profits on their outlay, a heavy insurance 

^ The interpretatiou of this terra varies with local conditions and individual 
wants. On permanent pasture land near a town or an industrial district the 
advantages of small holdings are perhaps at their maximum, and the disad¬ 
vantages at their minimum. If the land is arable, it must not be light, but 
strong, and the richer the better; and this is especially the case with holdings 
so small as to make much use of the spade. If the laud is hilly and broken 
the small cultivator loses but little from his want of command of machinery. 
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fund ugaiust. the clianee f»f having t(.> throw tlir lioldings 
togother again ; and that thf' rental for small holdings, and 
espenially for those of only a few acres, is oxti’Jivagantly high 
in many parts of tlie (‘ountry. Sometimes the prejudices dJ the 
landlord and Ids dcsir<‘ for undisputed authority make him 
positively refuse to sell or let land to persons who are not in 
hannony with 1dm on social, p(ditical or religious qutjstions; 
hut it seems certain that evils of this kind have always 
hetm confined to a few districts, and that they are lapidly 
diniiidsldng. 

But they rightly attract much attention. For there is a 
public need for small holdings, as well as large, in every 
district, lluiy increase the number of people who are 
working in the open air with their heads and their hantls: and 
by giving the agricultural laboui‘er a stepping-stone upwards, 
they tend to prevent him from being compelled to leave agri¬ 
culture to find some scope for his ambition, and thus check* 
the great evil of the continued flow of the ablest and liiavest 
farm lads to the towns. 

Moreover very small holdings, which can he workf^d by 
people who have some other occupation, and also ^ ^ 

allotments and large gardens, render^roat sej’vices 
to the State, as well as to those who cultivate tliem. They 
break the monotony of existence, they give a liealtliy change 
frbm indoor life, they offer scope for variety of character and 
for the play of fancy and imagination in tlie arrangtMuent of 
individual life; they afford a counter attraction to the grossiu* 
and baser pleasures; they often enable a family t-o hold 
together that would otherwise have to separate; under 
favourable conditions they improve considenibly tlie material 
condition of the worker; and they diminish the fretting as 
w(5ll as the positive loss caused by the inevitable interniptions 
of their ordinary work. 

And lastly though pejisant proprietorship, as a system, is 
unsuited to the economic conditions of England, to her soil, 
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lu?r climate and the temper of her people, yet thei-e are a few 
There should pi*oprietors ill England who are perfectly 

be no artificial happy in this condition; and there are a few 
peasant^ pro- others who wolild buy small plots of land and 
parties. would live happily on them, if they could get just 

what they wanted where they wanted it. Their temper is 
such that they do not mind working hard and living sparely, 
provided they m^ed call no one master ; they love (juiet and 
dislike excitement; and they have a great capacity for growing 
fond of land. Reasonable opportunity should be given to 
such people to invest their savings in small plots of land, on 
which they may raise suitable crops with their own hands ; 
and at the vei-y least the present grievous li'gal charges on the 
transfer of small plots should be diminishedh 

Co-operation might seem lik(dy to floui’ish in agriculture 
Co-operation and to combine the economies of production on a 
in agriculture, with many of the joys and the social 

gains of small jiroperties. But it requires habits of mutual 
ti-ust and confidence; and unfortunately the brav(^st and the 
boldest, and tlnu’efore the most trustful, of the countrymen 


1 The. evidence bej'ove the. eonmitUe on small holdimjs, 1906 [Cd 32-78] 
diHcu.sse.s very fnlly the advantages and disadvantages of uwnersliip for small 
liolders; Avith apparently a balance of opinion against ow)ie)'ship. In 19(H 
there were in (Ireat Britain 111,000 holdings between 1 and 5 acres; 232,(XM) 
between and 50 acres; 150,000 between 50 and 3(K); and i8,0(K) above 
:x)0 acres. Small holdmgs, and even allotments, increase the number of people 
Avbo are working in tlie open air w ith their heads and their hands •, tln*y give 
to the agricultural labourer a stepping-stone upwards, prevent him from being 
compelled to leave agriculture to ftiid some scope ft)r his ambition, and thus 
check the great evil of the continued flow of the ablest and bravest farm lads 
to the towns. They break the monotony of existence, they give a healthy 
change from indoor life, they offer scope for variety of character and for the 
play of fancy and imagination in the arrangeirient of individual life; they 
afford a counter attraction to the grosser and baser pleasures; they often 
enable a family to hold together that would otherwi.se have to separate; under 
favourable conditions they improve considerably the material condition of the 
worker; and they diminish the fretting as well as the positive loss caused by 
the inevitable interruptions of their ordinary work. 
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have always moved to iho towns. l>i*Mmar]i, Italy, Goniiaiiy, 
and lastly Indand have hf>wever led the way in a movement 
which seems full of promise for organized co-operation in the 
handling of dairy produce, in the making of ))utti.T and cheese ; 
in buying farmers’ requisites and in selling farmers’ produce: 
and IJritain is following in their wake. The niovtirnent is 
however of limited scope: it scarcely touches work in the 
field itself. 

^ f). Finally a woi-d may be said as to private and public 
interi^sts with regard to open .spaces in town.s. 

AVakelield and the American economists have 

, tween public 

taught US how a sparsely inhabited new district and private 
is enriched by the advent of every new settler, the^ m^atter of 
The (converse trutli is that a clostdy peopled *5"‘iding on 

..... . j r I Qpgn spaces. 

district is impoverished by everyone jvho adds a 
new building or raises an old one higher. The w^nt of air 
and light, of peaceful repose out-of-doors for all ages and of 
healthy play for children, exhausts the energies of the bivst 
blood of England which is constantly flowing towards our 
large towns. By allowing vacant spaces to be built on reck¬ 
lessly we ar’e committing a great blunder from a business 
point of view, since for the sake oj? a little material wealth 
we are wasting those energies which are tire factors of pro¬ 
duction of all wealth; and we ai*e sacrificing thosr^ ends 
towards which material wealth is only a means. ‘It is a 
difhcult question to decide how far the e.xpense of clearing 
open spaces in land already built on should fall on tin; 
neighbouring owners; but it seems right that for* the future 
every now building erected, save in the open country, should 
be required to contribute in money or in kind towai’ds the 
expenses of open places in its neighlrourhood. 




CHAPTER XL 


GKNEHAL VIEW OF DISTRIBUTION. 

g 1. The ai\i'innent ot‘ the preceding ten chapters may 
now be brought to a head. It falls far short of a complete 
.solution of the problem'blifore us: for tliat involv(}s questions 
< relating to foreign trade, to fluctuations of credit and employ¬ 
ment, and to the influences of assiociated and collective action 
in its many forms. But yet it extends to the broadest and 
deepest influences which govern distribution and exchange. 

To begin with, we have seen that there is a genei'al 

correspondence between ^ the causes that govern the supply 

prices of material and of personal capital: the comparison 

motives which induce a man to accumulate conditions 
. , . , . 111^- normal 

personal capital %n his son s education, are supply of 
similar to those which control his accumulation ^p'tlJ^and 
of mateiial capital f(yr his son. There is a con- indimtrial 
tinuous transition from the father who works 
and waits in order that he may bequeath to his son a 
rich and firmly-established manufacturing or trading business, 
to one who works and waits in order to support his son while 
he is slowly acquiring a thorough medical education, and 
ultimately to buy for him a lucrative practice. Again, there 
is the same continuous transition from him to one who works 
and waits in order that his son may stay long at school; and 
may afterwards work for some time almost without pay while 
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learning a skilled trade, instead of being forced to support 
Inniself early in an unskilled occupation, such as that of an 
errarifi-boy. For such occupations, because they lead the yay 
to jio future advance, sometimes offer comparatively high 
wages to young lads. 

It is indeed true that as .society is now constituted, the 
only persons, who are very likely to invest much in developing 
the personal capital of a youth’s abilities are his panuits : and 
tliat many fir,st-rate abilities go for ever uncultivated because 
no one, who can develop them, has had any special interest 
in doing .so. This fact is very important practically, for its 
effects are cumulative; that is, the deficiency in education of 
one generation is likely to impair the education of the next, 
and that again of the generation which follows it, and so 
on, cumulatively. But it does not give rise, as hiis been 
supposed, to a fundamental difference Iwtween material and 
human agents of production: for it is analogous to the fact 
that Jiiucli good land is poorly cultivated because those w 1 h> 
would cultivate it well have not access to it. 

Again, since human beings grow up slowly and are slowly 
worn out, and parents in choosing an occupation for their 
children must as a rule look forward a whole generation, 
changes in demand take a longer time to work out their full 
effects on supply in the ciise of human agents than of most 
kinds of material appliances for production; and a specially 
long period is required in the case of labour to give full play 
to the economic forces which tend to bring about a normal 
adjustment between demand and .supply^ 

§ 2. The efficiency of human agents of production on 
the one hand, and that of material agents on the ^ 
other, are weighed against one another and com- weigh the 
pared with their costs; and each tends to be 
applied as far as it is more efficient than the other industrial 
in proportion to its cost. A chief function of 

I Comp. IV. V. VI. VII. and xii.; and VI, iv. y. and vii. 
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business enterprise is to Licilitate the free action of this 
great principle of substitution. Generally to the public Ijenefit, 
but sometimes in opposition to it, business men are constantly 
comparing the services of machinery, and of labour, and 
again of unskilled and skilled labour, and of extra foremen 
and managers; they are constantly devising and experiment¬ 
ing with new arrangements which involve the use of different 
factors of production, and selecting those most profitable to 
themselves h 

The efficiency as compared with the cost of almost every 
class of labour, is thus continually being weighed in tin; 
and ifivc balance in one or more branches of production 
princip?e'of against some other classes of labour: and each 
substitution, of these in its turn against others. This compe¬ 
tition is primarily “ vertical: ” it is a struggle for the field of 
employment between groups of labour belonging to different 
grades, but engaged in the same branch of production, and 
inclosed, as it were, lietween the same vertical walls. But 
meanwhile “horizontal” competition is always at work, and 
by simpler methods: for, firstly, there is great freedom of 
movement of adults from one business to another within each 
trade; and secondly, parents can generally introduce their 
children into almost any other trade of the same grade with 
their own in their neighbourhood. By means of this combined 
verticat and horizontal competition there is an effective and 
closely adjusted balance of payments to services as between 
labour in different grades; in spite of the fact that the labour 
in any one grade is mostly recruited even now from the 
children of those in the same grade®. 

The working of the principle of substitution is thus chiefly 
indirect. When two tanks containing fluid are joined by a 
pipe, the fluid, which is near the pipe in the tank with the 
higher level, will flow into the other, even though it be rather 

1 Compare VI. i. 6, and vii. 2. 

2 Compare IV. vi, 5; and VI. v. 2. 
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viscous; and thus the general levels of the tanks will tend 
to be brought together, though no fluid may flow from the 
further end of the one to the further end of the other ^ and 
if several tanks are connected by pipes, the fluid in all 
will tend to the same level, though some tanks have no 
direct connection with others. And similarly the principle 
of substitution is constantly tending by indirect routes to 
apportion earnings to efficiency between trades, and even 
Iwitween grades, which are not directly in contjict with one 
another, and which appear at first sight to have no way of 
competing with one another. 

§ 3. There is no breach of continuity as wo ascend from 
the unskilled labourer to the skilled, thence to the foreman, 
to the head of a department, to the gcmerfil But as regards 

manager of a large business paid nartly by a the work of 
® businesH men 

share of the profits, to the junior j)artn(;r, and themselves 

lastly to the head partner of a larg(5 private isfcss^highiy 
business: and in a joint-stock company there is organized, 
even somewhat of an anti-climax when we pass from the 
directors to the ordinary shareholders, who undertake the 
chief ultimate risks of the business. Nevertheless business 
men, those who undertake business enterprises, are to a 
certain extent a class apart. 

Por while it is through th<;ir conscious agency that the 
principle of substitution chiefly works in balancing due factor 
of production against another; with regard to them it has no 
other agency than the indirect influence of their own com¬ 
petition. So it works blindly, or rather wastefully; it forces 
many to succumb who might have done excellent Avork if 
they had been favoured at first; and, in conjunction with the 
law of increasing return, it strengthens those wlio are strong, 
and hands over the businesses of the weak to those who have 
already obtained a partial monopoly. 

But on the other hand there is also a constant increase 
in the forces wliicli tend to break up ol<l monopolies, and 
M. 21 
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to ofl'er to men, who have but little capital of thoir own, 
openings both for starting new businesses and for rising into 
post^f command in large public and private concerns; and 
these forcea^ixd to put business ability in command of the 
capital requii^ to give it scope. 

On the whol(3 the work of business management is done 
cheaply—not indeed as cheaply as it may be in the future 
when men’s collective instincts, their sense of duty and their 
public spirit are more fully developed; when society exerts 
itself more to develop the latent faculties of those who are 
born in a humble station of life, and to diminish the secrecy 
of business; and when the more wasteful forms of speculation 
and of competition are held in check. But yet it is done 
so cheaply as to contribute to production more than the 
equivalent of its pay. Tor the business undertaker, like the 
(Skilled artisan, renders services which society needs, and 
which it would probably have to get done at a liigher cost 
if he were not there to do them\ 

The ablest business men are generally those who got tlu? 
highest profits, and at the same time do their work most 
cheaply; and it would be as wasteful if society were to give 
thoir work to inferior people who would undertakp to do it 
more cheaply, as it would be to give a valuable diamond to be 
cut by a low waged but unskilled cutter. 

The similarity between the causes that determine the 


normal rewards of ordinary ability on the one hand^ and of 
business power in command of capital on the 

Contrasts ^ , in ... n 

between oth(;r, does not extend to the fluctuations of 
of cuirent”* current e^mings. For the employer stands 

profits and as a buffer between the buyer of goods and all 
wages. various classes of labour by which they are 


1 We postpone a criticism of the contention of the socialists that it would 
be better for the State to take the work into its own hands and liire business 
managers to conduct it: and we postpone a study of those forms of specula- 
tion and commercial competition which are not beneficial to society, and 
perhaps arc even harmful. 
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made. Ho receives the whole price of the one and pays tlie 
whole price of the othei-s. The fluctuations of his profits 
go with fluctuations of the prices of the things sells, 
and are more extensive: while those of th^ffrages of his 
employees come later and are less, extensive. The earnings 
at any particular time of his capital and ability are some¬ 
times large, but sometimes also a negative quantity: whereas 
those of the ability of his employees are never very large, 
and are never a negative quantity. The wage-receiver is 
likely to suffer much when out of work; but that is because 
Jie has no reserve, not beciiuse he is a wage-receiver’. 

§ 4. Returning to the point of view of the second chapter 
of this Book, we may call to mind the double relation in 
which the various agents of production stand to one another. 
()?i the one hand they are often i*tvals for em- xhc atrenta 
j)loyrnent; any one that is more efficient than 
another in proportion to its cost tending to be source of 
substituted for it, and thus limiting the demand fojl 
price for the other. And* on the other hand another, 
they all constitute the field of employment for e^mh other: 
there is no field of employment fqp any one, except in so far 
as it is provided by the others; the national dividend which 
is the joint product of all, and which increases with the supply 
of each of them, is also the sole source of dernanej for each 
of them. 

Thus an increase of material capital causes it to push its 
way into new uses; and tliough in so doing it may occfusion- 
ally diminish the field of employment for manual labour in a 
few trades, yet on the whole it will very much 
increase the demand for manual labour and all 
other agents of production. For it will much ennehesthe 
increase the national dividend, which is the 
common source of the demand for all; and since of labour. 

1 Compare VI. iv. 6. 


21—2 
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]jy its iucreaaed competition foi* employments it will have 
forced down the rate of interest, therefore the joint product 
of a dose of capital and labour will now be divided more in 
favour t)f labour than before. Thus, the chief benefit which 
capital confers upon labour is not by opening out to it new 
employments, but by increasing the joint product of land, 
labour and capital (or of land, labour and waiting), and by 
reduding the share of that pixxluct which any given amount 
of capital (or of waiting) can claim as its reward'. 

§ i). Tn discussing the influence which a cliange in the 
supply of work of any one industrial group (;xerts on tin;, 
field of employment for other kinds of labour, there was no 
need to raise the question whether th(5 increasi; 
of work came from an increase in the numlMus 
or in the efilciency of those in tlie group: for 
that (|uestion is of no direct concern to the 
others. In either cast^ there is the same ad¬ 
dition to the national dividend; in either wist! 
competition will compel them to force themselves 
to the same extent into uses in which their marginal utility is 
lower; and will thus lesse^i to the same extent the share of 
the joint product which they are able to claim in return for 
a given amount of work of a given kind. 

f 

1 The new demand for labour will partly take the form of the opening-oul 
of new undertakings which hitherto could not have paid their way. It will, 
for instance, lead to the making of railways and waterworks in districts which 
are not very rich, and which would have continued to drag their goods along 
rough roads, and draw up their water from wells, if people had not been able 
and willing to support labour while making railway embankments and water 
conduits, and to wait for the fruits of their investment long and for a relatively 
low reward. 

Another part of this new demand for labour will come from the makers of 
new and more expensive machinery in all branches of production. For when 
it is said that machinery is substituted for labour, this means that one class of 
labour combined with much waiting is substituted for anotlier combined with 
less waiting: and for this reason alone, it would be im))ossible to substitute 
capital for lal)our in general, except indeed locally by the importation ol 
capital from other places. 


Increase 
in number 
or efficiency 
of any group 
tff workers 
in relation 
to wages of 
themselves 
and others. 
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But the question is of vital importance to the ]neinl>ers 
of tliat gr'oup. For, if the change is an iiicrc«ise of one-tenth 
in tlieir average efficiency, then each ten of them wilj have 
as high an aggregate income as each eleven of them would 
liave if their numbers had increased by one-tenth, their 
(efficiency remaining unchanged. 

This (lependemee of the wages of (each group of workers on 
the numbers and efficiency of others is a special case of tln^ 
general rule that the enviroiinnint (or Conjuncture)) plays a 
part at l(;ast coordinate with a man’s energy and ability in 
gov(^rning that net product to which his wages ever approxi¬ 
mate under the influence' of competition. 

'Fhe net product to which the normal wagers of any group 
of workers approximate, must be estimated on tlui assumption 
that production has be( 3 n pushetl t<) that limit at which the 
output can b(? just marketed with normal profits, but not 
more : and it must be estimated with reference to a worker of 
normal (efficiency wliose additional output repays the emj)loyer 
with normal profits, but not more. (Something must be added 
to or subtracted from this net product to find the normal 
wages of a worker whose efficiency is more or less than 
normal.) The time chosen must Ifh one of normal prosperity ; 
and when the supplies of different kinds of labour are 
relatively appropriate. For instance if the building trade 
is exceptionally depressed, or exceptionally prosperous: or 
if its development is checked by an inadecpiate supply of 
bricklayers or carpenters, while the supply of other classes 
of building operatives is superabundant, then tlie occasion 
is one which does not afford a convenient opportunity for 
(estimating the ndations of net product to normal wages of 
(utluu* bricklayers or carpenters. 



CHAPTER XII. 


TIIK JNFTJIKNCK OF PROORESS ON VALUE. 

§ 1. Thk field of (Jiiiploynient wliieh aoy place ofTen’S for 
lalx)ur and capital dep<^nd.s firstly on its natural 
employment I’esource.s; secoiiflly, on the power oi turniii" 
labour th(!in to go(Kl account, doriv(;d from its progress 

1 in knowledge and in social and industrial organi¬ 
zation ; and thirdly, on the acc(*,ss that, it has to markets in 
which it can sell those things of which it has a superfluity. 
The importance of this last* condition is often underrated; but 
itfstands out prominently when wii look at the history of new 
countries. 

It is commonly said that wherever there is abundance of 
good land to be had free of rent, and the climate 
rich in nelv unhealthy, the real earnings of labour and 

h* n interest on,ciipital must both be high. But 
good access to this is only partially true. The early colonists of 
theSdWorid^ Aimuica lived veiy hardly. Nature gave them 
( wo(xl and meat almost free: but they had very 
few of the comfoi t.s and luxuries of lif^f Ami even now there 
are, especially in Houth America and Africa, many phwes to 
which Natiin; has been abundantly generous, which are never- 
thdess shunned by labour and capital, because they have no 
i-eiidy communications with the rest of the world. On the 
other hand high rewards may be offered to capital and labour 
by a mining district in the midst of an alkaline desert, when 
once communications have been openeil up with the outer 
world, or again Ijy a trading centre on a barren sea-coast; 
"though, if limited their own resources, they could support 
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hut a scanty population, and that in abjiict poverty. And tlie 
splendid niark(3ts which the Ohl World has oRen'd to the 
produ(;ts of the Now, since the growth of steain-troniinuni- 
catioji, have i-endered North America and Australia* the 
richest large lields for the employment of capital and labour 
that there have ever been. 

But aftei’ all the chief cause of the modern prosperity of 
new counj,ries lies in the markets that the old 
world oflers, not for goods (hdivered on the spot, oflFer a market 
but for promises to deliver goods at a distant J^thefutu^efn* 
date. A handful of colonists having assumed comes of a new 
1 ‘ights of perpetual property in vast tracts of 
rich land, are anxious to reap in their own gemu’ation its 
future fruits; and as they cannot do this directly, they do it 
indirectly, by selling in return for tl^e ready g(K>ds of the old 
world promises to pay much larger quantities of the goods 
that their own soil will pi'oduce in a future 
generation. In one form or another they mort- sc^q^uelu*^ influx 
gage their now property to the old world at capital into 
a v(n*y high rate of interest. Englishmen and 
others, who have accumulated the means of present enjoy¬ 
ment, hasten to barter them for l{#ger promises in the future 
than they can get at home: a vast stream of ca})ital flows 
to the new country, and its arrival there raises tln^ rate of 
wages very high. The now capital filters but slowly towards 
the outlying districts: ^t is so scarce thei-i^, and so many 
persons are eager to hav^ it, that it has often commanded for a 
long time two per cent, a month, from which it has fallen Irjr 
gradual stages, down to six, or perhaps even five per cent.,'^ Ii 
year. 

For the settlei’s being full of enterprise, and seeing their 

way to acquiring private title-deeds to property 
, , „ 1 ^ ^ raises nominal 

ttiat Will sliortly be of groat value, are eager to wages very 

become independent undertakers, and if possible ‘ 

'Employers of others; so wage-camel’s have to bo^^attracted by 
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hij^h \\a; 4 ('s, wliicli ar(5 paid in a great measure out of the eom- 
modities l)oi’)*o\vod from the old world on mortgages, or in 
other ways, it is, however, difficult to estimate exactly the real 
rate of wages in outlyiiig parts of new countries. The workers 
are picked men with a natural bias towards adventure; hardy, 
resolute, and enterprising ; men in the prime of life, who do 
not know wliat illness is ; and the strain of one kind and 
anothei’ wliicli tliey go througli, is more than the average 
English, and much m(U‘e than the average European labourer 
could sustain. There are no poor among them, because there 
are none wlio are weak : if anyone becomes ailing, he is forced 
to retire to some more thickly-peopled place where there is 
less to be earned, but where also a quieter and less straining 
life is possible. Their earnings are very high if reckoned in 
money ; but they have toubuy at very high prices, or altogether 
^dispense with, many of the comforts and luxuries which they 
would hav(} obtained freely, or at low prices, if they had lived 
in more setthsl placcjs. It is however true that many of 
these things are of but little real utility, and can be easily 
foregone, where no one has them and no one expects them. 

As population increases, the best situations being ali'eady 

occupied, naifare gives generally less return of 

on th^gh^the produce to the marginal effort of the culti- 

Law of Di- vators; and this tends a little to lower wages. 

minishing Re- . . ^ -r i* t 

turn may not nut even III agriculture the Law ot Increasing 

strongly^ Return is constantly contending with that of 
Diminishing Return, arftl many of the lands 
which were neglected at first, give a generous response to 
careful cultivation; and meanwhile the development of roods 
and railroads, and the growth of varied markets and varietl 
industries, render possible innumerable economies in pro¬ 
duction. Thus the actions of the Ijows of Increasing and 
I)imiMishing Return appear pretty well balanced, sometimes 
tlu'. one, sonu^times the other being the stronger. There is 
no reason so far why the wag(*.s of labour (of a given effici- 
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enoy) should fall. For if, taking otio thing with another, the 
Law 4)f Pi*oflu(Aioii is tliat of (j<nistaiit Return, there will he 
no change in tln^ j-eward to lx; divided betwetui a dose of 
capital and labour; that is, Ixitween capital and labour work¬ 
ing together in the same projxjrtions as before. And, since 
the rate of interest has fallen, the share which capital takes of 
this stationary joint reward is loss than Ix^fore; and therefore 
the amount of it remaining for labour is greater*. 

JJut whether the Law of production of coimnfxlities l)e 
one of Constant Retui’n or not, that of the pro- 
<luction of n(iw title-deeds to land is oiui of capital be- 
rapidly Diminishing Return. The influx of f®*®- 

i! • M , .1 , , “''®*y slower 

loreign capital, though perhaps as great as ever, and wages tend 

becomes less in proportion to the population; 
wages arc no longer paid largely wit*Ii commodities borrowed 
from the old world: and this is the chief reason of the sub¬ 
sequent fall in Heal Efliciency wages; that is, in the neces¬ 
saries, comforts and luxuries of life which can be earned by 
work of a given efliciency. Hut there are two other causes 
timding to lower average daily wages measured in money. 
The first is, that as the comforts and luxuries of civilization 
increase, the average efliciency of labour is lowered by the 
influx of imuiigrants of a less sturdy character than the earlier 
settlers. And the second is, that many of these mnv comforts 
and luxuries do not enter directly into mom^y wage* but aie 
an addition to it®. 

1 Of course the aggregate share of capital may have increasetl. For 
instance, while labour has doubled capital may have quadrupled, and the rate 
sf interest may Ixi two-thirds of what it was; and then, tliough each dose of 
capital gets a lower reward by one-third, and leaves for labour a larger 
share of the joint product of a dose of capital and labour, the aggi’egate sljare 
of capital will have risen in the ratio of eight to three. Much of the argument 
of Mr Henry George’s and Poverty is vitiated by Ins having over¬ 

looked this (listinetion. 

“ We took account of them wlien arriving at the conclusion that the action 
of the Law of Increasing Return would on the wh(»l(! countervail that of 
Dimiuisliiug Return: and wo onglit to count them in at their full value when 
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g 2. The iufluenc(', which access to distant markets exerts 
on tlie growth of tlie National Dividend has l)oen conspicu¬ 
ous in the history of Englan»l also. 

?’i>r more than a hundred years she lias pursued witli 
en(;i-gy those manufacturing industries which 
Sch^anged'^* give ail Increasing Return to increasing capital 
manufactures labouT*. She has (jxportcd goods that an^ 

obey the Law made the. more easily, the larger the scale on 
wliich they are produced, in exchange for some 
raw pr(Kluce that could not bo easily raised in 
her own climate, and for some grain and meat which she 
could not have produced for herself, except by a cultivation 
of her land so intensive as to call the Law of Diminishing 
Return strongly into operation. For a long time her exports 
met with little elVectivg competition. But as the century 
^ wore on, other nations developed their manufactures, and 
Englishmen are no longer able to get in return 
ally *iosf'her^ ^ calico as much of the products 

partial mono- backward countries as bc^fore. At one time 
th('.y could get for the calico nearly as much as 
would have the same cost of production in that backward 
country as a similar bale; ^aiid every improvement in England's 
arts of manufacture would have iueVeased oonsiderably tlie 
amount (jf foreign goods site could have brought back in 
* return for the product of a given quantity of 
butHttiesofar lal)our and capital. But now eveiy iin- 

as foreign trade proveiiieut ill manufacture spreads itself quickly 
from improve- over the Western World, and causes additional 

nients in man- ^.Q^ton to be offered to backward coun- 

ufacture. 

tries at a cheaper and still cheaper rate. Those 


tracing the changes in Real wages. Many historians have compared wages at 
different epochs with exclusive reference to those things which have always 
been in common consumption. But from the nature of the case, it is just 
these things to which the Law of Diminishing Return applies; and which tend 
to become scarce as i>opulatioii increases. Tlie view thus got is one-sided and 
misleading in its general effect. 
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countrios giiiii mucli, while England herself gains but little 
from the improvement ami the cheapening of the manufacture 
of the goods that she sends them. 

And she fares (iV(ui worse with the g<MKls that she s(mds^,o 
other manufacturing countries and (?speciaily to America. 
The amount of wheat which can l>e bought in Illinois with a 
ton of steel cannot lu^ moi’e than the prtxluce of as much 
capital and labour as would make a ton of steel in Jllinois by 
the new pi’ocesses; and therefore it has falhui in the same 
proportion as the efficimicy of English and American labour 
in making steel has increased. It is for this reason, as well 
as because of tlu^ h(‘avy tariffs levicxl <m her goods by many 
countruvs, that in spite? of hhigland’s largo trade, the? progress 
of invention in tlu? manufacturing arts has mldt^d less than 
might have been otherwise expectt?d to her j-eal National 
Income or l)ivid(?nd. 

It is no slight gain that she can make clu^a])ly clothes 
and furniture and other commodities for lier ow?i use: but 
those improvements in. the arts of manufacture which she 
has shared with oth(;r nations, have not directly increased 
the amount of raw produce which she can obtain from other 
countries with the pi-oduct of a givoi quantity of her own 
capital and labour. Probably more than three-fourths of the 
wliole bem^fit she has derived from the progress of manu¬ 
facture during tin? pres(?nt century Inus la!en 

through its indirect influences in lowering tin? much from the 
« 1 1 ij . 1 cheapening of 

cost of transport ot men and goods, ot wat(?r ami transport of 

light, of electiicity and news; for tin? dominant various kinds 
economic fact of our own age is the d(?velopment not of 
the Manufacturing, but of the Transport industries. ' It 
is these that are growing most rapidly in aggregate^ volume 
and in individual powei*, and which are giving rise to 
most anxious questions as tt) the tendencies of large capitals 
to turn the forces of economic freedom to the d(?struction 
of that freedom: but, on the other hand, it is they also which 
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]iav<.‘ (loiu; l)y most towards inoi’oasiti^ England’s 

Wfaltli. 

^Ono effect of this clicajM^iiiig of transport lias been tliat, 
while a century ago the goods which lOngland gainwl by 
foreign trade were chiefly the luxuries of the well-to-do, tluw 
now consist largely of bulky commodities and especially wheat 
and other kinds of simple food. And thus 
told especially jdtliough England’s gains from hei* foreign trade 

on the prices of have been increasing quite in pi’O- 

common food. . . ... . 

portion to the great increase iii its volume, the 

additions which it has made to the real piircliasiiig power of 
the wages of the woi’king classes have been very gieat- ami 
constantly increasing. 

§ 3. The influence, which the improvement of the means 
Influence of transport has exerted in this 

progress on the direction, has been aided by two great (;hangi*s. 
tTfsomeicairng adoption of Free Tnule in the 

commodities : niiddlct of this century; and the second is the 
subsiMpient development of the Mississippi valley 
and the Far West of America, which are especially suited for 
growing the grain and the meat, that constitute the chief 
food of the English wording ipan. 

The only parts of America that were thickly peopled fifty 
years ago wiu’c ill-suited for growing wheat; and the cost of 
carrying it great distances by land was prohibitive. The 
labour value of wheat—^that is the amount of labour which will 
purcliasi^ a peck of wheat—was then at its highest point, and 
now is at its lowest. It would appear that agricultural wages 
have been generally below a peck of wheat a day; but that 
in the first half of the eighteenth century they were about a 
peek, in the fifteentli a peck and a half or perhaps a little 
moi-e, while now they are two tir three pecks h 

^ Rogers' estimates for the MuliUo Ages are higher; hut ho seems to have 
taken the wages of the more favouroil part of the population as representative 
of the whole. In the Middle Ages, even after a fairly good harvest, the 
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It is truo that, where population is very sparse, nature 
supplies ”[rass and therefore anim.al food almost 
ijratu; and in kSf)uth America beggars pursue 
their calling on horseback. During the Middle Ages liowever 
the population of England was always dense enough to give 
a considerable labour value to meat, though it was of ptxu* 
quality'. A century ago very little meat was (iaten by the 
working <jlass(;s; while now, though its price is a little higher 
than it was then, they probably consume more of it, on the 
average, than at any other time in Engli.sh history. 

, Turning Jiext U) the nmt of house room, we find that 
grouTid-rents in tiiwns have risen, both exbmsively 
and intemsively. Eor an increasing part of tlio 
population is living in houses on which ground-rents at an 
urban scahi have t<j be paid, and that scale is rising. I>ut 
house rent propi'r, that is what remains of the total rent after 
d(}ducting the full rental value of the ground, is probably 
little, if at all, higher than at any previous time fur similar 
accommodation ; for the rate of profits on the tui'iiover which 
is earmul by capital engaged in building is now low, and the 
labour cost of building materials has not much alterexl. And 
it must bo remembered that those' who pay the high town 
rents g(it in return the amusements, and other advantages of 
modern town life, which many of them would not be willing 
io forego for the sake of a much greater gain than their total 
rent. 

wheat was of a lower quality than tho ordinary wheat of to-day; while after 
a had harve.st inii<*.h of it was so musty that now-a-days it would not he eaten 
at all; and the wheat seldom became broad without paying a high monopoly 
charge to the mill belonging to tho lord of the manor. 

1 For cattle, though only about a fifth as heavy as now, had very large 
frames: their flesh was chiefly in those parts from which tho coarsest joints 
come; and since they were nearly starved in the winter and fed up quickly on 
the Hunimer grass, the meat contained a large percentage of water, and lost a 
groat part of its weight in cooking. At the end of the summer they were 
slaughtered and salted: and salt was dear. Even the well-to-do scarcely 
tasted fresh meat during the winter. 
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Th(5 labour valuo of wood, t.bough lower iliaii at. the. 
Ix'.giiiniog of the oonUny, is higher than in t.lie Middle Ages: 
butothat. of mud, bi-ick or stone walls has not inueh ehanged; 
while thfit of iron - to say nothing of glass -has fallen much. 

And indeed the popular l)elief that house rent proper has 
ns(m, appears to Ixi due to an impei'f(*ct acquaintaiuje with 
the way in which our forefatlunrs were n^ally housed. The 
nuxlern suburban artisan’s cottage^ contains sleeping accom- 
nuxlation far superior to that of th<; gentry in tlie Middle. 
Ages; an<l the working classes had then no otluu' Ixxis than 
loose straw, reeking with A'ermin, and resting on damp mud 
floors. But €won these were probably h?ss unwholesome, 
when bare, and shared between human beings and live stock, 
than when an attempt at I’espectability covenul them with 
rushes, which were nearly always vih’s wilh loiig accumulated 
refuse. It is xindeniable that the housing of tin; v(‘.ry poorest 
clas.ses in our towns now is destrinflive both of body and 
soul : and that with our present knowledges and resouriscs we, 
liav(5 rieitlnsr cause nor excuse for allowing it to continiu^. 
And it is true that in earlier times bad housing was in so far 
a less evil than now, as tliose who w(Te V)adly housed Viy night 
had abundant fresh air by day. But a long series of records, 
ending with the evidence of Lord Hhafteslmry and others 
before the recent (yommission on the Housing of the Poor, 
establishes the fact that all the horrors of th(i worst dens of 
modern London had their counter-part in worsen hon\)rs of the 
lairs of th(^ low(;.st str-atuin of society in ev(;ry pn^vious age. 

Fu(d, lik(i grass, is often a free gift of nature to a sparse 
population; and during the Middle Ages the 
cottagers could generally, though not always, get 
the little binishwood fire needed to keep them warm as they 
huddled together round it in huts which had no chimney 
thniugh which the hetit could go to waste. But as population 
increased the scarcity of fuel pressed heavily on the working 
class(*s, and would have arrested England’s progress altogether, 
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hacl not coal Ikhmi midy to take tln*^ place of w(mk 1 as fuel for 
doinesti(3 purposes, as well as ft)r smelting iron. It is now so 
cheap that even the coruparatively poor (;an keep tluMiistilves 
Avarni indoors without living in an unwholesome and stupefy¬ 
ing atmosphere. 

Tliis is one of the great services ’ t.liat coal has wrought 
for* nio(l(3rn civilization. Another is to provide} 
clieap unrler-cl(>thiTig, witlumt which cleanline.ss 
is iijjpossiljle for the mas.ses of the people in a cold climate: 
and that is perhaps tlie chief of the benefits that England has 
gaimid fivwn the dinu't application of machinery to making 
cohnnodities for h('r own use. Another, and not less im¬ 
portant s»!rvic(}, is to provide abundant water, 

<}V(}n ill large t,owns'; and another to supply, 

with th(} aid of mineral oil, that cheap and artificial light 

which is needed not only for souk} of man s work, 

but, what is of higher moment, for the good use of 

his (}vening leisure. To this gi’oup of requisites for a civilized 

life, d(}T’ived from coal on the one hand, ami modern means of 

transport on the other, wo must add, as has just been noticed, 

th(} (iheap and thorough means of communication news and 

of news ami thought by steam-presse.:>, l)y steam- travel. 

carried letters and steiim-made facilities for travel. 

§ 4. We have seen that the National Dividend is at 
once the aggregate net product of, and the solo influence 
souroo of payment for, all the agents of pro- of progress on 
duotion witliin the country; that the larger it is, chief a- 
th(} larger, oth(}r things being equal, Avill be the 
share of (}ach agent of production, and tliat an 
increase in the supply of any agent will generally lower its 
price, to the benefit of other agents. 


1 Primitive appliances will brinf( water from high ground to a few public 
fountains; but tbe aiuuipresent water 8ux>ply wliicb both in its coming and its 
going perforins essential services for cloanliness and sanitation, Avould be im¬ 
possible witliout coal-driven steam-pumps and coal-made iron pipes. 
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This general principle is specially applicable to the case 
it has some- land. All increase in the amount or pro- 
times lowered ductiveness of the land that supplies any market 

the 4. value of . ^ ^ ^ p 

English agri- redounds in the first instance to the benefit of 
cultural land, capitalists and workei-s who are in pos¬ 

session of other agents of profluction for the same uiarket. 
And the influence on values which has been (ixerted in the 
UKHlern ago by the new means of transport is nowhere so 
conspicuous as in the history of land; its value rises with 
every improvement in its communications with markets in 
which its produce can Ik; sold, and its value falls with every 
new access to its own markets of produce fr’om mon; distant 
pla<x;s. 

But anything that promot(;s tin; prosjK;rity of tin; peojhi 
pi’omotes also in the long run that of tluj land- 
cuhurar^aifd* lords (»f the soil. Tt is true that English I’euts 

urban land ygj.y when, at the beginning of this 

taken together. . „ , , , ® f i 

century, a series of bad liarvests struck down a 

people that could not impoiii their food; but a rise so caus(5d 
could not from the nature of the case have gone very much 
fuither. And the mloption of free trade in corn in the middle 
of tjie century, followed by tlie expansion of American wheat- 
fields, is rapidly raising the real value of the land ur'baii and 
rural taken together; that is, it is raising the amount of the 
necessaries, comforts and luxuries of life wliich can be pur¬ 
chased by the aggregate rental of all the landowners urban 
and rural taken togetherb 

1 It seems that th# agricultural (money) rent of England doubled between 
1795 and 1815, and then fell by a third till 18'i2; after that time it has been 
alternately rising and falling; and it is now about 45 or 50 millions as agauist 
50 or 55 millions about the year 1B7B, wlien it was at its highest. It was 
about 30 millions in 1810, IG inillionH in 1770, and 6 inillions in 1600. But the 
rental of urban land in England is now rufiier gi'eater than the rent of 
agricultural land: and in order to estimate the full gain of the landlords from 
the expansion of iwpulation and general progress, we must reckon in the 
values of the land on which there are now railroads, mines, docks, &c. Taken 
all together, the money rental of England's soil is probably twice as high, and 
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§ 5. Political Arithmetic may be said to liav^e begun in 

England in the seventeenth century; and from 

that time onwards we find a constant and nearly increie^the" 

steady inci'ease in the amount of accumulated supply of 
•’ capital, 

wealtli per head of the population. • 

This increase of capital per head tended to diminish its 
marginal utility, and therefore the rate of interest and has lower- 
on n(5w investments; but not uniformly, because proper- 

.... tionate though 

tluu’e were meanwhue great variations in the not its total in- 
demand for capital, both for political and military 
aiid for industrial purposes. Thus the rate of interest which 
was vaguely reported t/O be 10 per cent, during a great part 
of the Middle Ages, had sunk to 3 per cent, in the earlier 
half of the eighteenth century ; but the immense industrial 
and political demand for capital raiffhd it again, and it was* 
r(^latively high during the great war. It fell as soon as the ' 
political drain had cc^ased; but it rose again in the middh’s of 
this century, when railways and the development of the 
Western States of America and of Australia made a great 
new demand foi* capital. These new demands liave not 
slackened; but the rate of interest^is again falling fast, in 
consequence of the great recent accumidations of wealtfi in 
England, on the Continent, and above all in America. 

g 6. The growth of general enlightenment and of*{i sense 
of responsibility towards the young has tunuHl a 
great deal of the increasing wealtli of the nation utivc fail in 
from investment as Material capital to invest- 
inent as Personal capital. There has resulted a 
largely increased supply of trained abilities, which has much 
increased the National Dividend, and raised the average 
income of the whole people: but it has taken away from thiwe 

its Real rental three or four tinies as high, as it was when tlio corn laws were 
repealed. 

Progi’ess may lower the value of the appliances of i)roductioii, when this 
can he separated from that of tlieif sites; but not of such things as railways, 
when the value of their sites is reckoned in. See Principfen VI. xii. 7. 

M. 22 
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BOOK VI. ClI. XH. § G. 

trjiinefl ;i])iliiioa inucli of tliat. scarcity value which tliey used 
to poas(‘Rs, aud lias low’crod their earnings not indeed absolute* 
ly, hht relativcily to the general advance; and it has caused 
many o(!Cupati()ns, which not long ago were accounted skilled, 
and which are still spoken of as skilled, to rank with unskilled 
labour as regards wages. 

A striking instance is tliat of writing. It is true that 
many kinds of office work rciquire a rare combination of high 
mental and moral (jualities; but almost any one can be easily 
taught to do the work of a copying clerk, and probably theni 
will soon be few' men or women in England who cannot write 
fairly well. When all can write, the work of copying, which 
usetl to earn higher wages than almost any kind of manual 
labour, will rank among unskilled trades’. 

Again, a new branch of industry is often difficult simply 
b(‘caus{! it is unfamiliar; and men of great force 
oid*^and Vmi- required to do work, which can l)e 

liar skilled oc- done by men of ordinary capacity or even by 

cupations tend i,., , , f ,, 

to fall relative- women and children, when the track has once 
ly to those in beaten: its wages are high at first, 

Imt they fall as it becomes familiar. And this 
has Caused tlui ri.se of averagb wages to be underrated, because 
it so hapjiens that many of the statistics, which seem typical 
of gemyal movements of w'ages, are taken fi-om trades which 
w(U‘(; comparatively mjw a generation or two ago, and are 
now' within the gmsp of men of much less real ability than 
those who pioneered the way for them*. 

1 Ill fact the better kinds of artisan work educate a man more, and will bo 
lietter paid tlian those kinds of clerk’s work which call for neither judgment 
nor responsibility. And, as a rule, the best thing that an artisan can do for 
his son is to bring him up to do thoroughly the work that lies at his hand, so 
that he may understand the mechanical, chemical or other scientific principles 
that hear u])on it; and may enter into the spirit of any new improvement that 
may be made in it. If his son should prove to have good natural abilities, he 
is far more likely to rise to a high position in the world from the bench of an 
artisan than from the desk of a clerk. % 

Comp. Book IV. Ch, vi. §§ 1, 2; and Ch. ix. especially § 3. As the trade 
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Tlio fionsequeiuio of Ruoh clianges as tln’iso is to itiureasfi 
tlu; iiin»i})or of those employed in occupatiojis which are 
called skilled, whether the tenn is now properly appliid or 
not-: and this constant increase in the numbers of workers in 
the hijj^her class(is of trades has oaused the average of all 
labour to rise inu(ih faster than tlu? av(*rage of representativ(j 
wages in (iach trade’. 

Tn the iniddh? ages, though some men of great ability 
remaiiu'd artisans all their lives, and b(;eame artists; yet as 
a class the artisans rankcKl more nearly with the 
unskilled labouT-ers than tli(?y do now. At the wa^ges"* 
b<‘ginning of the new industrial era a hundred 
years ago the artisans had lost much of their old artistic 
traditions and had not yet acquired that technical command 
over the?ir instruments, that certaint/and facility in the exac-t 
performance of difficult tasks which belong to the modern’ 
skilled .'U‘tisan; and observer.s early in this century were 
struck ])y the social gulf that was Ix^ing opened out in tlu?ir 

l)ro{'rosse.s, iinprovcineiits in inadiineiy are sure to tlie strain of a<'- 

fomplishiiig any given task; anti therefore to lower task wages rapidly. But 
meanwhile the pact; of the niachinery, and the (||iaiitity of it put under the charge 
of each worker, may he increased so much that the total strain involvetl in the 
day’s work is greater than before. On this subject employei’s and employed 
fretiuently differ. It is for instanco certain that Time wages have risen in the 
ttixtile trades; hut the employes aver, in contradiction to the emplj)yerH, that 
the eiraiu imposed on them has increased more than in proportion; that is, 
that Efliciency-wages have fallen. In this controversy wages have been 
estimated in niuiioy; but wlien account is taken of the increase in the 
purchasing power of money there is no doubt that Real Efficiency-wages have 
risen. » 

^ This may be made clearer by an example. If there are 500 men in grade 
A earning I'2.v. a week, 400 in grade 6 earning 25.v. and 100 in grade C earning 
40.V. the average wages of the 1000 men are 20s. If after a time BOO from grade 
A have passed on to grade B, and HOO from grade B to grade C, the wages in 
each grade remaining stationary, then the average wages of the whole 
thousand men will bo about 28«. tkf. And even if the rate of wages in each 
grade had meanwhile fallen 10 per cent., the average wages of all would still 
bo about 25s. 6d., that is would have risen more than 25 per cent. Neglect 
of such facts as these, as Mr Giffen has pointed out, is apt to cause gi’eat 
errors. 


22—2 
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own genemtion betwoen the artisan and the unskilled labourer. 

. . . This social change was a consequence partly of 

rose relatively . -T 

totho«eofun- tlie increase ot the wages of the artisan, which 
at th^B begirw*^ alioiit double those of the unskilled 

ning of the laboiiHU’ ; apd partly of tlui same cause that 

century. gocurcd him his high wages, that is the gj*eat 

increase in the demand for highly skilled labour, especially in 
the metal trades, and the consequent rapid absorption of Iluj 
strongcist characters among the labourers and their children 
into the ranks of the artisans; for the breaking down, just 
at that time, of the old exclusiveness of the artisans, had made 
them less than before an aristocracy by birth and more than 
but now that aristocracy by woiih. But about a 

tendency is re- generation ago, as lias just been explained, some 
versed. siiiiixler forms of skilled trades began to 

I lose their scarcity value, as their novelty wore oil*; and at the 
same time continually increasing demands began to be made 
on the ability of those in some trades, that are traditionally 
ranked as unskilUid. The navvy for instance, and even the 
agricultural labourer, have often to be trusted with expensive 
and complicated machinery, which a little while ago was 
thought to biilong only to the skilled trades, anjl the Real 
wagf^s of these two representative occupations ai'e rising 
fast*. ^ 

Again, there are some skilled and I’esponsible occupations, 
such as those (if the head heaters and rollers in iron works, 
which require great physical strength, and involve muclx 
disc<jmfort; and in them wages are very high. For the 


^ The rise of wages of agricultural labourers would be more striking than 
it is, did not the spread of nio<lern notions to agricultural districts cause many 
of the ablest children born tliero to leave the fields for the railway or the 
workshop, to become policeiueii, or to act as carters or porters in towns, 
l^erhaps there is no stronger evidence of the benefits of modern education and 
economic progress than the fact that those who are left behind in the fields, 
tliongh having less than an average share of natural abilities, are yet able to 
earn much higher Beal wages than their fathers. 
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temper of the age makes those who can do high class work, 
and can tjarri good wages (;asily, refuse to undergo liardship, 
except for a very high reward. • 

7. We may next consider the chang<^s in the I’tdative 
wages of old and young men, of women and childitm. 

The conditions of industry change so fast that long expe¬ 
rience is in some trades almost a disadvantages, 
and in many it is of far less value tha?i a quick- lative fall in 
ness in taking hold of new ideas and adapting wages of 
one’s habits to new conditions. In these traders 
tpi elderly man finds it difficult to get employment except 
when trade is brisk, at all events if he is a member of a 
union which will not allow him to work for less than the full 
wages of the district. Tn any case he is likely to earn less 
after he is fifty years old than befm'e he is thirty; and th« 
knowledge of this is tempting artisans to follow the example • 
of unskilled labourers, whose natural inclination to marry 
early has always betut encouraged by the desire that their 
family expenses may begin to fall off before their own wages 
begin to shrink. Trades-unions are afraid that abuses might 
creep in if they allowed men ‘^with grey hairs” to compete 
for employment at less than full wages; but many of them 
are coming to se^ that it is to tluur own interest, as it 
certainly is to that of the community, that such mop sliould 
not be forced to be idle. 

A second and even more injurious tendency of the same 
kind is that of the wages of children to ris('. 

® ^ and a rise in 

relatively to those of their parents. Machinery the wages of 
has displaced many men, but not many boys; 
the customary restrictions which excluded them from sonre 
trades ai’e giving way; and these changes, together with the 
sprearl of education, while doing good in almost every other 
direction, ai*e doing harm in this that they are enabling boys, 
and even girls, to set their parents at defiance and start in 
life on their own account. 
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T1h 3 wages of women arc for similar reasons rising fast 
. , relatively to those of men. And this is a great 

and of women. . . - . -i i • 

,, gam in so far as it tends to develop their 

faculti(?s ; hut an injury in so far as it tempts them to neglect 
their duty of building up^a true home, and of investing their 
efforts in the Personal capital of their children’s character and 
abilities. 

§ 8. The relative fall in the incomes to be earned by 
moderate ability, however carefully trained, is 
o? exceptional itcceutuated by the rise in those that are obtained 
genius are rjs- by many mcii of extraoixlinary ability. Thm*e 
never was a time at which mcxlerately good oil 
paintings sold more cheaply than now, and there never was a 
time at which first-rate paintings sold so dearly. A business 
plan of averi^e ability i*md average good fortune gets now a 
, Itiwer rate of profits on his capital than at any previous time; 
while yet the operations, in which a man exceptionally 
favoured by genius and good luck can take part, are so 
extensive as to enable him to amass a huge fortune with a 
rapidity hitherto unknown. 

The causes of this change are chiefly two; firstly, the 

general gro'4tli • of wealth; and secondly, the 

as a result of development of new facilities for communication, 
two causes ^ 

by which men, who have once attained a com¬ 
manding position, are enabled to apply their constructive or 
speculative genius to undertakings vaster, and extending over 
a wider area, than ever before. 

It is the first cause, almost alone, that enables some bar- 

of which one Hsters to command very high fees; for a rich 

acts almost a- client whose reputation, or fortune, or both, are 
lone on profes- mi ^ i • i* i 

sionai in- at Stake Will scarcely count any price too high to 

comes, .secure the services of the best man he can get: 

and it is this again that enables jockeys and painters and 

musicians of exceptional ability to get very high prices. In 

all these occupations the highest incomes earned in our own 
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generation are the liighest that the world has yet seen. .l»ut 
so long as the nuinlier of persons wlio can he reached by a 
Iniinan voice is strictly limited, it is not very likely that any 
sing(?r will make an advance on the X10,000, said to liavohecm 
earned in a season by Mrs Billington at the beginning of this 
century, nearly as great as that v^hich the business leaders 
of the present generation liave made on those of the last. 

For the two causes have co-operated to put enormous 
power and wealth in the hands of those busimtss 
men of our own generation who have had first- fuHy with re- 
ratii genius, and have been favoured by fortune, to busi- 
*Hus IS most conspicuous iti America, where 
several men who began life poor, have amasstul more than 
£10,000,000 each. It is true that a great part of tluisi', gains 
have come, in somti! cases, from the wrecks of the rival 
speculators who luul betm worsted ifi the race. • But iii others, 
as for instance, that of the late Mr Vandei’bilt, tliey W(;r<S 
(jarned mainly by the supreme economizing ft)rc(^ of a gr-eat 
constructive genius working at a new and large problem with 
a free hand: and Mr Vanderbilt probably saved to the people 
of the United States more than he accumulated himself. 

§ 9. But these fortunes are exceptional. TIkj diffusion 
of knowledge, tlu; improvement of education, the progress is fast 
growth of prudejit habits amotig tin; masses of improving the 
tin; people, and the opportunities which th(i new g^gat body 
iiiethfKls of business offer for the .safe inve.stment of the working 

classes. 

of small capitals :—all these forces arcj ttdling on 
the side of the piMirer classes as a whole relatively tt) the 
richer. The returns of the income tax and the house tax, the 
statistics of consumption of coumiodities, the nicords of 
salaiies paid to the higher and the lowesr ranks of servants 
of Government and public companies, tend in the same 
direction, and indicate that middle class incomes are in¬ 
creasing faster than those of the rich; tJiat the earnings of 
artisans are increasing faster than those of the pi*ofessional 
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classes, Jind that the wages of healthy and vigorous unskilled 
labourers arc increasing faster even than those of the average 
artisan’. 

It must be admitted that a rise in wages would lose part 
The incon- its benefit, if it were accompanied by an in¬ 
stancy of em- in the time spent in enforced idleness, 

ployment in ^ . mi 

modern in- Inconstancy of employment is a great evil, and 

to^b7exagg\- ^ig^^^ly attracts public attention. But several 
rated. causcs combine to make it appear to be greater 

than it really is. 

When a large factoiy goes on half time, rumour bruits 
the news over the whole neighlx)urhood, and perhaps the' 
newspapers spread it all over the country. But few people 
know when an independent workman, or even a small em¬ 
ployer, gets only a few d^ys^ work in a month; and in conse- 
qveiiot) whatever suspensibns of industry there are in modern 
times, are apt to se(3m more important than they are relatively 
to those of eai’lier times. In earlier times some labourers 
were hii*ed by the year: but they were not free, and were 
kept to their work by peiisonal chastisement. There is no 
good cause for thinking that the mediaeval artisan had con¬ 
stant employiiujiit. And l-he most persistently inconstant 
employment now to be found in Europe is in those non- 
agricuRural industries of the West which are most nearly 
medimval j^n their methods, and in those industries of Eastern 
and Southern Europe in which mediaeval traditions are 
strongest. 

In many directions there is a steady increase in the pro¬ 
portion of employes who are practically hired by the year. 

1 A great body of statistics relating to nearly all civilized countries, and 
uniformly teiiditig iu this direction is coi lained in M. Leroy Beaulieu’s 
Mur la repartition Jen Hichennrs, ct snr la tendance, d rme moindre iiuffaliU den 
conditiom, 1881. Mr Goscheii’s Address to the Boyal Statistical Society iu 
1887 on The increase of moderate incomes points the same way; and above all 
so do t)ie very careful and instructive studies of wage statistics made by 
Mr Giffen iu his private and iu bis official capacity. 
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This is for insUince the general rule in many of thosc^ t.ra(l(\s 
connect(‘.d with Transport which are growing fastest, and are 
the r(ipresentative industries of the second half of the nine- 
t(HmLlj century, as tlie manufacturing trades were of the; first 
half. And though the rapidity of invention, the hckl'emvss 
of fashion, and above all the instability of Credit, do certainly 
inti’oduce disturbiTig elements into modern industry; yet, as 
we shall S(;e priisently, other influences are working stnrngly 
in the opposite diniction, and there seems to lx; no good 
reason for thinking that inconstancy of omploynient is in- 
encasing on tin; whole. 

AVe have nob yet I'cached the stage at which wo can 
profitably study either the general influence of economic pro¬ 
gress on human well-being, or the policy by which that 
influence may best be directed. Rut one special aspect of 
this study, regarding the correlated standards of lik' amf ^ 
work, has so intimate a connection with the subjects of this 
chapter, that something may with advantage be said about 
it before closing this volume: nnd it may conveniently l)e 
combined with a short study of trade-unions and especially 
the influence on progress exerted by the “Common Rule” 
of trade-union action. 
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CttAPTEH XIII. 

JWXiRKSS IN HELA'riON TO S'J’ANDARDS OF LIFE. 

§ 1. Let us begin by pursuing a little further the line of 
Activities «nd thought on whicli \ve started in Book TIL, when 
wants. considering wants in relation to activities. We 

there saw reasons for thinking that the true key-note of 
economic progress is the development of new activities rather 
than of new wants; aitd wo may now make some study of a 
(juestion that is of special urgency in our own generation; 
viz.—what is the connection between changes in the manner 
of living and the rate of earnings; how far is either to be 
regarded as the cause of the other, and how far as the effect 1 
'J'he term the standard of lijh is liere taken to mean the 
standard of activities adjusted to wants. Thus 
SandLd of ^ standard of life implies an increase 

life we mean of intelligence and energy and self-respect; leading 
the standard ® i . t/ i 

of activities to more Care and judgment m expenditure, and 

wants!*^*** to an avoidance of food and drink that gratify 
the appetitti but afford no strength, and of ways 
of living that are unwholesome physically and morailly. A rise 
in the standard of life for the whole population will much 
increase the national dividend, and the share of it which 
accrues to each grade and to each trade. A rise in the 
standard of life for any one trade or grade will raise their 
efficiency and therefore their own real wages : it will increase 
the national dividend a little; and it will enable others to 
olitain their assistance at a cost somewhat less in proportion 
to its efficiency. 
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But many writers have Sj-xiken of the influence exerted 
on waj,^«s by a rise, not in the standard of /i/e, but in that of 
comfort ; -a terjii that may suggest a mere increase of^ arti 
jicial Avants, among which perhaps the grosser wants may 
})r(;dominato. It is true that every broad improvement in thr^ 
standard of comfort is likely to bring Avith it a better manner 
of living, and to open the Avay to now and higher activities; 
while people who have hitherto had neither the necessaries 
nor tlie decencic^s of life, can hardly fail to g(;t some increase 
<jf vitality and energy from an increase of comfort, however 
^gross and matcu'ial the view which they may take of it. Thus 
a rise in the standard of comfort will probably involve some 
rise in the standard of life; and, in so far as this is the case, 
it tends to increase the national dividend and to improve the 
condition of the people. , 

Some writers how(5V(;r of our own and of earlier times 
have gone further than this, and liave implied that a mere 
increase of Avaiits tends to raise wages. But the only direct 
(^fte,ct of an increase of wants is to make people more miserable 
than before). And if we put aside its possible indirect effect 
in increiising activities, and otherwise raising the standard 
of life, it can raise wages only l^y diminishing the supply 
of laboui*. It Avill be well to go into this matter more 
closely. 

§ 2. It has already been noted that if population*increased 

in high geometrical progression uninterruptedly 
„ ® i.- i • i. 1 • l Assumptions 

tor many generations together in a country which which under- 

could not import food easily, then the total pro- 
duce of labour and capital, working on the 
lesources provided by nature, would barely cover the cost 
of rearing and training each generation as it came: this 
Avo\ild be true even if we supposed that nearly the whole of 
the national dividend went to labour, scarcely any share being 
allotted tho capitalist or landoAvner*. If the allowance fell 
1 See VI. II. *2, 3; also IV. iv. and v.; and VI. iv. 
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below that level, the rate of increase of the population must 
necessarily shrink; unless indeed the expenses of their •nurture 
and rearing wei’e curtailed, with a resulting lowering of 
efficiency, and therefore of the national dividend, and thero 
fore of earnings. 

But in fact the check to the rapid growth of population 
would probably come earlier, because the popula¬ 
tion at large would not be likely to limit its 
consumption to bare necessaries: some part of 
the family income would almost certainly be 
spent on gratifications which contributed but 
little to the maintenancci of life and efficiency. 
That is to say, the maintenance of a standard of comfort, 
raised more or less above that which was necessaiy for life 
and efficiency, would necessarily involve a check to the growth 
of population at a rather earlier stage than would have been 
reached if family expenditure had been directed on the same 
principles as is the expenditure on the nurture and training of 
horses or slaves. This analogy reaches further. 

Three necessaries for full efficiency -hope, freedom and 
change^—cannot easily be brought within the slave’s reach. 
But as a rule the shrewd slAverOivner goes to some trouble and 
expense to promote rough musical and other entertainments, 
on the same principle that h<5 provides imdicines: for ex¬ 
perience Shows that melancholy in a slave is as v/asteful as 
disease, or as cinders that clog the furnace of a boiler. Now 
if the standard of comfort of the slaves were to rise in such 
a way that neither punishment nor the fear of death would 
make them work unless provided with expensive comforts and 
even luxuries, they would get those comforts and luxuries; 
or else they would disiippear, in the s<ime way as would a 
bretKl of horses that did not earn their keep. And if it were 
true that the real wage-s of labour were forced down chiefly 
by the difficulty of obtaining food, as was in fact the case in 
1 See IV. V. 4. 


A rise in the 
standard of 
comfort might 
raise wages a 
little under 
certain con¬ 
ditions, 
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England a hundred years ago; th(;n indeed the working classes 
might relieve themselves from the pressure of Diminishing 
Return by reducing their numbers. 

But they cannot do so now, because there is no such 
pressure. The opening of England’s ports, in but not in 
1846, was one among many causes of the England no^. 
development of railways connecting the vast agricultuml 
lands of Nortli and South America and Australia with the 
sea. Wheat grown under the most advantageous circum¬ 
stances is brought to the English working man in sufficient 
quantities for his family at a total cost equal to but a small 
part of his wages. An increase in numbers gives many new 
opportunities for increascxl efficiency of labour and capital 
working together to meet men’s wants; and thus may raise 
wages in one direction as much as it lowei*s tliem in another; 
provided only the stock of capital required for the new de¬ 
velopments incr(\ases fast (mough. Of course the Englishman 
is not unaffected by th*e law of diminishing return : he qannot 
(\arn his food with as little laboui* as if he were near spacious 
virgin prairitis. But its cost to him, being now governed 
mainly by th (3 supplies which come from new countries, 
would not V)e greatly affected^ eitlMir by an increase or by a 
diminution in the population of this country. If he can 
make Ids labour more efficient in producing tldngs which 
can be f!xchang(;d for imported food, then h(3 wil> got his 
food at less real cost to himself, whetlnu- tlie population of 
England grows fast or not. 

Wlien tlie wheat-tields of tlie world are worked at their 
full power; or ev(m earlier, if the free entry of food into 
England’s ports should ever bo obstructed; then indeed an 
increase of lier population may lower wages, or at all events 
check the rise that would otherwise have come from the 
continucid improvement in the arts of production : and, in 
such a case a rise in the standard of comfort may raise 
wag{3s merely by stinting the growth of numbei*s. 
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But, wliilo the proaeiit ijcmkI fortuno of iilnmdant importer! 
Contrast be- ^*^**^^ attends Oil the Eiiglisli people, a rise in their 
tween changes standard of comfort could not increase their 
and in average wages, merely by its action on their numbers, 
activities. jf ^ve^e obtained by me^isures 

which forced down the rate of profits on capital even further 
below the level, wliich can 1)0 got in countries wliicli have 
a greater power of absorbing capital than England ha.s, it 
might botli cluick accumulation in England, and hastrm the 
exportation of capital: and in that case wages in hlngland 
would fall both absolutely, and relatively to the rest of tin* 
world. If on the other hand a rise in the stiindard of comfort 
went together with a great increase in etliciency; then— 
whether it were accompanied by an increase in numbers or 
not—it would enlarge the national dividend relatively to 
^pulatioii, and establish a rise of real wages im an enduring 
^ basis. 

Thus a diminution by one-tentli of tlio number of workers, 
each doing as much work .as before, would not materially raise 
wages; and therefort^ a diminution by omvtenth in the amount 
of work done by each, the number remaining unchanged, 
would lower wages in gecicral by one-tenth. 

This argument is of course consistent wdth the l)elief that 
Dependence ^ Compact group of workers can for a time raise 
of wages <m their wages .at the expense of the. rest of the 
efficiency. community by making their lalmur scjirce. But 
such strategy seldom succeeds for more than a short timi?. 
However strong the anti-social obstacles which tluiy erect 
against those who would like a share of their gains, inter¬ 
lopers find their way in; some over the obstacles, some under 
them, and some through them. Meanwhile invention is set 
on foot to obbiin in some other^way, or from some other place, 
tilings of the production of which the compact group thought 
to have a i>artial monopoly: and, what is even more dangerous 
to them, new things are invented and brought into general 
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use, wliieli satisfy nearly tlio same wants, aiul yet, make no 
use (jif their labour. Thus after a while those, who have 
striven to make a shrewd use of monopoly, are apt to find 
their numbers swollen ratlier than reduced, while the ’total 
demand for their labour has shrunk: and then their wag(^s 
will fall heavily. * ' ^ 

There are indeed some groups of workers which aie fi-ee 
from one of the chief of these dangers. If the numbers of the 
lowest paid groups shrink, scarcity may tcmd to raise their 
wagi^s without attracting many interlopers. Rut more on 
that point a little later. 

§ 3. Let us then look away from standards of comfort 
or wants; and consider rather standards of life 
and activities m relation to standards of earnings, activities in 

Let us inquire how changes in activity affi'ct relation to 

, : . . „ , I . 1 hours of work, 

wages, liaving in view all the many torms winch ® 

such a change may assume; but adhering, for tlie sake o? 
(leliniteness, throughout the discussion to that particular modt^ 
of standardizing activity which is simplest and most easily 
applied, viz. a regulation of the hours of labour. 

The influence which the standard hours of work exert on 
economic activities, is partiaby ol^scured by tlu^ Human wear 
fact that the earnings of a human lieing are and-tearaptto 
commonly counted ynm) no special reckoning he underrated, 
lieing made for his wear-and-tear, of which indeed he is 
himself often rather careless. F'urther, very little account 
is taken of the evil effects of the overwork of men on the 
well-being of the next generation; although the hours of 
lalxmr of children are regulated by the law in tlunr own 
interests, and those of women in the interests of their 
families. 

When the hours and the general conditions of labour are 
such as to cause great wear-and-tear of body or mind or both, 
and to lead to a low standard of living; when there has been 
a want of that leisure, rest and repose, which are among the 
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necessaries for efficiency; then the lalwiir has i)e('ii extrav^i- 
gant from the point of view of society at large, just as it 
would be extravagant on the part of tlio individual capitalist 
to keep his horses or slaves overworked or underfed. Tu such 
a case a moderate diminution of tlm lioui^s of labour would 
(bminish the national divideml only temporarily: for as soon 
as the improved standard of life had had time to exert its 
full effect on tlie efficiency of the workers, their iiicre.ased 
energy, intelligence and force of character would enable them 
to do as much as before in less time; and thus, even from 
the point of view of material production, there would be nt) 
ultimate loss any more tlian there would be in sending a sick 
worker into hospital to get his strength renovated. And, 
since material wealth exists for the sake of man, and not 
man for the sake of material wealth; the replacement of in¬ 
efficient and stunted human lives by more efficient and full(?r 
lives would be a gain of a higher order than any temporsuy 
material loss that might have been occasioned on the way. 

This argument assumes that the new rest and leisure raise 
the standard of life. And such a result is almost certain to 
follow in the extreme cases of overwork which we have be(;n 
now consideiing; for in th.^ a mere lessening of tension is 
a necessary condition for taking the first step upwards. The 
lowest grade of honest workers seldom work very hard. But 
they hav^fy little stamina; and many of them are so over¬ 
strained that they might probably, after a time, dp as much 
in a shorter day as they now do in a long one. 

Again th(;re are some branches of industry which at 
Economy of turn to account expensive plant during 

double shifts nine or ten hours a day; and in wliich the 
in some trades. intrcxlucLioii of two shifts of eight hours, 

or even less, would be a gain. The change would need to lie 
introduced gradually; for there is not enough skilled labour in 
existence to allow such a plan to be adopted at once in all the 
workshops and factories for which it is suited. But some 
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kinds of machinery, when worn'out or antiquated, might 
replaced on a smaller scale; and, on the other hand, much 
new machinery that cannot ho profitiibly introduced for a ten 
hours' day, would be introduced for a sixhien hours’ day; and 
when once introduced it would be improved on. Thus the 
arts of production would progress more rapidly; the national 
dividend would increase; working men would b(i able to earn 
higher wages without checking the growth of capital, or 
tempting it to migrate to countries where wages are lower: 
and all classes of society would reap benefit from the change. 

The importance of this consideration is more apparent 
every year, since the growing expensiveness of machinery, and 
the quickness with which it is rendered obsolete, are con¬ 
stantly increasing the wastefulness of keeping the untiring 
iron and steel resting in idleness dijring sixteen liours out 
of the twenty-four. In any country, such a change would 
increase the net produce, and therefore the wages of each 
worker; because much less than before would have to bo 
deducted from his total output on account of charges for 
machinery, plant, factory-rent, ttc. But Apglo-Saxon artisans, 
unsurpassed in accuracy of touch, and surpassing all in sus¬ 
tained energy, would more thain an^others increase their net 
produce, if they would keep their machinery going at its full 
speed for sixteen hours a day, even though they themselves 
worked only eight*. ^ 

1 Double shifts are use<l iiit)re on the Continent than in England. But 
they have not a fair trial there, for tho hours of labour are so long tliat double 
shifts involve work nearly all the night through; and night work is never 
so good as day work, partly because those who work at night do not rest 
perfectly during the day. No doubt certain practical objections can bo urged 
against the plan; for instance, a niacliipe is not so well cared for when two 
men share tho responsibility of keeping it in order, us when one man has the 
whole management of it; and there is sometimes a difficulty about fixing re¬ 
sponsibility for imperfections in the work done; but these difficulties can be 
in a great measure ‘overcome by putting the machine and the W(>rk in charge 
of two partners. Again, there would be a little difficulty in readjusting the 
office armngemeTits to suit a day of sixteen hours. But employers and their 
foremen do not regard those difficulties as iusuimrable; and experience shows 

23 
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It must however be rememl)ered tliat this particular plea 
for a reduction of the hours of labour applies 
further dimi- Only to those trades which use, or can use, ex- 
houMofiaSnir plant; and that in many cases, as for 

would lessen instance in some mines and some branches of 
vroduction. railway work, the system of shifts is already 
applied so as to keep the plant almost constantly at work. 

There nmiaiii therefore many trades in which a reduction 
of the hours of lalxmr would certainly lessen the output in 
the immediate present, and would not certainly bring about 
at all quickly any such increase of eflicioncy as would raise 
the average work done per head up to the old level. In such 
cases the change would diminish the national dividend; and 
the greater part of the resulting material loss would fall on 
the workers whose hoiir^ of labour were diminished. It is 
true that in some trades a scarcity of labour would raise its 
price for a good long while at the expense of the rest of the 
community. But as a rule a rise in tlie real price of labour 
would cause a diminished ilemand for the product, partly 
through the increased use of substitutes; and wouhl also cause 
an inrush of new lal)Our from less favoured trades. 

§ 4. It may 1)0 well to try to explain the gr;(5at vitality of 
the common belief that wages could be raised 
generally by merely making hibour scarce, and 
ind(5pendeiitly of any effect it might have in 
keeping machinery longer at work and therefore 
making it more efficient, or in preventing people 
from being stunted and prematurely worn out 
by excessive work. 

that workmen soon overcome the repugnance whicli they feel at first to double 
shifts. One set might end its work at noon, and the other begin then; or 
what would perliaps ho Is-tter, one shift might work, say, from 6 a.m. to 
10 a.m. and from 1.30 p.m. to 4.30 iJ.ni., the second set working from 
10.15 a.m. to 1.15 p.m. and from 4.45 p.m. to 9.45 p.m.; the two sets might 
change places at the end of each week or month. A general adoption of double 
shifts will be necessary if the extension of the marvellous iK)wers of expensive 
machinery into every branch of uiaimal work is to exercise the full infiuenoe 
of which it is callable in reducing the ht^urs of lalx)ur much below eight. 


Immediate 
and ultimate 
effects or^" 
wages of re« 
ducing the 
hours of 
labour. 
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To begin with, it is difficult to realize how diffijrent, and 
often even opposed, are the immediate and permanent effects 
of a change. People see that when there are competent ipen 
waiting for work outside the offices of a tramway company, 
those already at work think more of .keeping their posts than, 
of striving for a lise of wages; and that if these men were 
away, the employer** could not resist a demand for higher 
wages. They dwell on the fact that, if tramway men work 
short hours, and there is no diminution in the number of 
miles run by the cars on existing lines, then more men must 
bp employed; probably at higher wages per hour, and possibly 
at higher wages per day. They see that when an enterprise 
is on foot, as for instance the building a house, or a ship, 
it must be finished at any cost, since there is nothing to be 
gained b}'-stopping lialf way: and thejarger the slices of work, 
on it done by any one man, the fewer slices of work on it will i 
l)e left for other people^ 

But they overlook other con.sequences, which are more 
irnporLint, though more remote; viz. that as a consequence 
of the artificial stinting of labour in tramway working and 
house building tramway extensions will bo checked; that 
fewer men will be employed i» th^uture in nifiking and in 
working tramways; that many workpeople and others will 
walk into town, who might have ridden; that many will live 
closely packed in the cities who might have had gardens and 
fr(3sher air in the suburbs; and that, the working classes 
among others, being unable to pay for as good housing 
accommodation as they would otherwise have had, there will 
be less building to be done. 

In short the argument that wages can be raised perma¬ 
nently by stinting labour rests on the assumption that there 
is a permanent fixed 'ivork-fundf i,e. a certain amount of 
work which has to be done, whatever the price of labour. 
And for this assumption there is no foundation. On the 
contrary, the demand for work comes from the national 

23—2 
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dividend ; that is, it conies from work. Tlie U^ss work iliero 
is of one kind, the less demand there is for work of other 
kiii4s; and if labour were scarce, fewer enterprises would be 
undertaken. 

^ Again, constancy of employment is dependent on the 
organization of industry and trade, and on the success with 
which those who arrange supply are able to forecast coming 
novements of demand and of price, and to Jidjust their 
actions accordingly. But this would not be better done 
with a short day’s work than with a long one; and indeed 
the ado'ption of a short day, not accompanied by double 
shifts, would discourage the use of that expensive plant, the 
presence of which makes employers very unwilling to close 
their works. Almost every artificial stinting of work involves 
.friction, and therefore te^ids, not to lessen, l)ut to increase the 
inconstancy of employment. 

It is true that, if plasterers or shoemakers could exclude 
external competition, they would have a fair 
mh^nattonai cliance of raising their wages by a mere diminu- 

dividcnd falls amount of work done by each, whether 

in part on /. i i • xi 

the working by shortening the hours of labour or in any other 

classes. ^ tMlsO gf.ins can be got only at the cost 

of a greater aggregate loss to other sharers in the national 
dividend; which is the source of wages and profits in all 
industries in the country. This conclusion is emphasized by 
the fact, to which experience testifies and which analysis 
explains, that the strongest instances of a rise in wages 
attained by trade union strategy are found in branches of 
industry, the demand for whose labour is not direct, but 
“ derived ” from the demand for a product in making which 
many branches of industry co-operate: for any one branch, 
which is strong in strategy, can absorb to itself some- share 
of the price of the ultimate product, which might have gone 
to other branches*. 


See above, V. vi. 2. 
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§ T). We now come to a second cause of the N’itality of 
the Ixjlief that wages can be laised generally and 
permanently by checking the supply of lalour. output chicks 
^’'his cause is an under-estimate of the effects of 
such a change on the supply of capjtal. , 

It is a fact—and, so far as it goes, an im|K)rtant fact— 
that sonu‘ sliare of the loss resulting from the lessening of 
output by (sjiy) plastt^rers or shoemakers, will fall on those 
who do not bdong to the working classes. Part of it will 
no doubt fall on employers and capitalists, whose personal and 
material capital is sunk in building or shoemaking; and part 
on well-to-do users, or consumers, of houses or shoes. And 
furthcir if there were a general attempt by all of tlie working 
(^lasses to obtain high wagers by restricting the effective supply 
of their labour, a considerable part ^f the burden I’esulting; 
from the shrinkage of the national dividend would doubtless » 
1 k) thrown on other classes of the nation, and especially on the 
capitalists, for a time: but only for a time. For a consider¬ 
able diminution in the net return to investments of capital 
would speedily drive new supplies of it abroad. In regard to 
this danger it is indeed sometimes urged that the railways 
and factories of the country caanotlbe exported. But nearly 
all of the jiiaterials, and a large part of the appliances of pi’O- 
duction are consumed, or worn out, or become obsolete every 
year; and tliey need to be replaced. And a reduction in the 
scale of this replacement, combined with the exportation of 
sonm of the capital thus set free, might prolwibly so lessen the 
effective dcunand for labour in the country in a few years, 
that ill the reaction wages generally would Ik 5 reduced much 
below their present level *, 

1 To take an illnstration, let ns supiiose that sbooimikers aiul battors are in 
the same grade, working equal hours, and receiving e(iual wages, liefore and 
after a general reduction in the hours of labour. Then l)oth before and after 
the change, the hatter could buy, with a month’s wages, as many shoes as 
were the net product of the shoemaker’s work for a mouth (see VI. ii. 7). If 
the shoemaker worked loss hours than Iwfore, and in consequence did less 
work, the net prwluct of his labour for a month would have diminished, unhiss 
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But though tho emigration of oapital would not in any 
, . , case be attended by much difticulty, owiwira of 

International ^ ^ ’ 

wagCpmove- capital have good business reasons as well as a 
sentimental preference in favour of investing it 
f^t home. And therefore,a rise in the standard of life, which 
makes a country more attractive to live in, is sure to 
counteract to some extent the tendency of a fall in the net 
return on investments to cause capital to be exported. On 
the other hand an attempt to raise wages by anti-social 
contrivances for stinting output, is certain to drive abroad 
well-to-do people in general; and especially just that clas^ 
of capitalists whose enterprise and delight in conquering diffi¬ 
culties is of the most importance to the working classes. For 
their ceaseless initiative makes for national leadership and 
gables man’s work to raise real wages; while promoting an 
t increased supply of those appliances which make for efficicmcy, 
and thus sustain the growth of tho national dividend. 

It is true also that a general rise in wages however 
attained, if spread over the whole world, could not cause 
capital to migrate from any one part of it to another. And 
it is to be hoped that in time the wages of manual labour will 
rise all over the world, m^nVy ^through increased production; 
but partly also in consequence of a general fall in the rate of 
interest, and of a relative—if not absolute—diminution of 
incomes larger than are necessary to supply the means of 
efficient work and culture even in the highest and broadest 
senses of these terms. But methods of raising wages, which 
make for a higher standard of comfort by means that lessen 
rather than promote efficiency, are so anti-social and short¬ 
sighted as to invoke a speedy retribution; and there is perhaps 
little chance of their being adopted over any great part of the 

either system of working double shiftB tho employer and his capital had 
earned profits on two sets of workers, or his profits conld he cut down hy the 
full amount of the diminution in output. The last supposition is inconsistent 
with what we know of the causes which govern the supply of capital and 
business }iower. And therefore the hatter’s wages would go less far than 
before in buying shoes; and so all roimd f(g other trades. 
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world. If Hoveral countrioH fidopted such methods, the otliers 
going straight for raising the standards of life and of efficiency, 
would speedily attract to themselves much of the capital and 
of the best vital force away from those who followed an ignoble 
restrictive policy. 

§ 6. In this discussion it has been necessary to adhere 
to general reasoning: for a direct appcjal to of 

experience is difficult; and, if made lightly, it an appeal to 
can but mislead. Whether we watch the statis- 
tics of wages and production immediately after the change or 
for a long period following it, the prominent facts are likely 
to bo due chiefly to causes other than that which we are 
wishing to study. 

Thus if a reduction of hours resulted from a successful 

strike, the chances are that the occasion chosen for the strike 
’ ...» , 
was one when the strat<5gical position of the workmen was 

good, and when the general conditions of trade would have 

enabled them to obtain a rise of wages, if there had l)een no 

cJiange in the hours of labour: and therefore the immediate 

effects of the change on wages are likely to appe/ir more 

favourable than they regally were. And again many employers, 

Iiaving entered into contracts jv’hiclt they ar(i bound to fulfil, 

may for the time offer higher wages for a short day than 

before for a long day. But this is a result of the suddenness 

of the change, and is a mere flash in the pan; and, as*has just 

been observed, the immediate results of such a change are 

likely to be in the opposite direction to those which follow 

later, and are more enduring. 

On the other hand, if men have been overworked, the 
shortening of the hours of labour will not at once make them 
strong: the physical and moral improvement of the condition 
of the workers, with its consequent increase of efficienpy and 
therefore of wages, cannot show itself at once. 

Further, the statistics of production and wages several 
years after the reduction of hours are likely to reflect changes % 
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in tlio pros])erity of the country, and especially of the trade 
in question; of the methods of production; and of the 
purchasing power of money: and it may be as difficult to 
isolifte the effects of reduction of the hours of labour as it 
is to isolate the effects on the waves of a noisy sea caused 
by l^rowing a stone among thern^ 

We must then be caneful not to confuse tlie two <iuestions 
whether a cause tends to produce a certain effect and whether 
that cause is sure to be followed by that effect. Opening 
the sluice of a reservoir tends to lower the level of the water 
in it; but if meanwhile larger supplies of water are flowing 
in at the other end, the opening of the sluice may Ix^ 
followed by a rising of the level of the water in the cistiirn. 
And so although a shortening of th(} hours of labour 
would tend to diminish output in those trades which aro 
Aot overworked, and in which there is no room for double 
* shifts; yet it might very likely be accompanied by an increase 
of production arising from the generai progress of wealth and 
knowledge. But in that case the rise of wages would have 

1 For instancfi, when wo look at the history of the introjluetion of the eight 
hours’ day in Australia we find great fluctuations in the prosperity of the 
mines and the supply of gold, the jre«perity of the sheep farms and the 
price of wool, in the borrowing from old countries capital with which to 
employ Australian labour to build railways, &c., in immigration, and in com¬ 
mercial credit. And all these have been such powerful causes of change in 
the conditiV)u of the Australian working man as to completely overlay and 
hide from view the effects of a reduction of the hours of labour from 10 gross 

net after deducting meal times) to 8 net. Money wages in ^xstralia aro 
much lower than they were before the hours were shortened; and, though it 
may be true that the purchasing power of money has increased, so that real 
wages liavo not fallen, yet there seems no doubt that the real wages of labour 
in Australia are not nearly as much alwve those in England as they were 
before the reduction in the hours of labour: and it has not been proved that 
they are not lower than they would have Injen if that change had not taken 
place. The commercial troubles through which Australia passed shortly after 
the change were no doubt mainly caused by a series of droughts Bui)erveuing 
on a reckless inflation of credit. But a contributory cause appears to have 
been fui over-sanguine estimate of the economic eflBciency of short houi's of 
labour, which led to a premature reduction of hours in industries not well 
adapted for it. 
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obtained in spit(^ of, and not in consequence of, a 
shortening of hours. 

Further the increasing changefulness and Jiiobilit-j’’ of 
industry obscure the influences, both for g0(xl and for evil, 
which the earnings and industrial policy of any group of 
work(n-.s iii one generation exert on tlie efficiency and easing 
power of the same group in a later generation. The family 
income, from which the expenses of rearing and training its 
younger members must be defrayed, seldom comes now from a 
single trade. The sons an? less frequently found in their 
father’s occupation : the stronger and mortj strenuous of those 
to whoso nurture the earnings of any occupation have con 
tributed are likely to seek higher fortunes elsewhere; while 
the weak and the dissolute are likely to descend below it. 
It is therefore becoming increasingly difficult to bring the 
test of experience to bear on the question, whether success 
has attended the efforts which the members of any particular 
trade have made to elffect a permanent rise in their wages, 
both absolutely and relatively to other trades. But this 
brings us to our next subject. 



CH|PTKU XIV. 

TliADE UNIONS. 


§ 1. ]x coiiskUiring tlie rcuMinfc progress of the*, 'working 
Trade Unions little lias yet been said of the growth' 

in relation to of Tra(l(;-unions; but the two movements have 
progress. Certainly kept |)ace with om^ anotlier; and there 
is a prirml facie probability that they ai'e connected, each 
being at once partly a cail.se and partly a consequence of the 
•other. We may now proceed to inquire into the matter more 
closely. • 

We have alriiady noticed^ how the lirst endeavours of the 
Early action of workmen’s as.sociations or Unions at the 
Unions. beginning of this cimtury were directed to 

securing the enforcement^ of medheval labour laws. Jlut 
these, no less than the ordinances of the old gilds, were un¬ 
suited to the modern age of mecliJinical invention, and of 
prcxlucticvi on a large scale for markets beyoifd the seas ; and 
early in this century the Unions set themselves to win the 
right of managing their own affairs, free from the t/ranny of 
the Combination Laws. 

These laws had made a crime of what was no crime, the 

o 1 i- *1. agreement to refuse to work in order to obtain 
Repeal of the ® 

Combination higher Wages j and “men who know that tliey 
are criminals by the mere object which they 
have in view, cai’e little for the additional criminality involved 
in the means they adopt.” They knew that the law was full 
1 Book I. Ch. II. § ,*». 
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of cJass injusticn: dtistruction of life and proport,y, when it 
was wrouglit for the purpose of enforcing wiiat th(‘y thought 
justice?, seemed to th(;m to have a higher sanction than ihat 
of the law; and their moral sense beicamo in a measure 
reconciled to crimcis of brutal viohincjC. But stop by step thv 
Combination Laws have been n^pealed: until now nothing is 
illegal if done by a workman, wliich would not be illegal if 
done l)y anyone? else; nothijig is ille^gal wlien de)ne by a 
combinatie)n of workmem, whie!h wemlei not be ille?gal when 
eleme by a combination of e>ther pe;ople; anel the law no le)nger 
i;efuse)s to protect tlie property of the CJniems. 

With freedom came responsibility. Viokmce and the 
intimidation ejf Non-Uniemists, which had le)st all excuse, soon 
went out of favour^ and workmhn generally che)se fe)r their 
leadejrs able anel far-senjing men, and wnder their guielance th^ 
moelern organization of Unions has been rapidly developed^ 

A moele?rn Union v* generally an Association erf worke 3 rs 

in the same err allieel trades, which colle*ets funds ^ ^ 

’ . ^ Twofold func- 

from all its members anel applies them lirstly to tions of 

support those of its mcinbens who cannert obtain 
empleryment except on terms which it is cemtiary to the? 
general trade policy of the Minion for them te) acceipt, anel 
secerndly to grant certain Provident Bemefits to members 
in neexl. The policy of the Unions varies in deljiil with 
time and circumstances; but its chief aims are generally the 
inci’ease of wages, the reduction erf the hours erf labour, the 
securing healthy, safe and pheasant conditions erf werrk, anel 
the defemding individual workers’from arbitrary and unjust 
ti*e?atment by their empleryei-s. Most of their re^gulatierns are 
framed either for the direct attainment of some of theise aims; 
err for securing cernditierns of hiring which will enable the 
employeiel to dejal as a body witli their employers, conditierns 

^ The various stages througli wliicU the chief uutis anil tlie plan of 
orgaiiizatieili of the Unions have passcei are explaineel in The History of 
Trade Unionism by Sidney and Beatrice Webb. 



3H4 


BOOK VI. Cill. XIV. § 2. 


whicli tlu^y i-ogard as gemjrally needed fur the attainment uf 
all their aims. 

^ 2 . A large Union is often an amalgamation of numerous 
smaller associations, originally Ljcal or continetl 
a?biuty*and°" sulxli vifesioii of the trade. But whatever its 

central orimn, nearly every important Union has many 

authority. ' a i i i -i 

branches, eafch of which, wlnle managing its own 

affairs in details, is bound to conform to the general rules of 
the whole Ixxly. These niles are very^ (explicit; and in 
particular they prescrilie rigidly the ways in which each 
branch may spend the funds in its charge: for tlu*. power of 
th(5 purse is retained strictly in the hands of the central 
Inxly. The branch dispenses Provident Benefits according to 
rule ; but except on emergthicy and for a short time it may 
ipt spend the cor|)orate funds on a traxlo dispute, without the 
„sanction of the central council or Eim^ulive representing tlui 
whole body, who are generally selected from tluj brancli- 
officials that have deserviul best of their Society. 

The character and ability of the branch-officials are tested 
in action as well as in speech. For they have i mportant busiiuiss 
to manage, and those who neglect their duties, who prove 
themselves lax financiers, or 'gite lulvice that is not justified 
by the event, are not promoted, however eloquent they may 
'be; and consequently the Executive of the best Unions are 
shrewd, far-.seeirig men, resolute but with great self-control. 

It is these men whose .sanction has to be obtained by any 

, branch that wishes to use tho corporate funds in 

Precautions i i. mi 

against unwise a trade dispute. They come to the question 
disputes. tempers unruffled liy any personal vexations, 

riieir vanity is not enlisted in the continuance of the struggle; 
they can decide without loss of prestige that it is inopportune, 
or even wrong in principle; and they have nothing to gain, 
but much to lose, by Ixicoining responsible for an expensive 
strike that ultimately fails. The decisions of the Executive 
are generally binding till tho next annual general meeting 
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of i,lio i(‘.})rosonUitiiv«'! of tlic, wlmln Inxly ; but in 

nortaiii (Minn-pfoiunos a special Jiieeting of tlie dt^legates is 
called, or a plebiscite of tbc whole body is tak(ni liy voting 
papta’s. • 

The administration of the funds with i*egard t<» Provident) 
Heneiit.s is more a matter of routine, and is provident * 
governed strictly by rule. These Ifenefits vai-y. Benefits. 

The “New” Unions that have sprung up in recent times, 
(ihiefly in unskilletl trad(‘S, generally regard Provident Funds 
as ait (mcumbrance, hindering freedom in light, iind tending 
to an over-cautious and unenterprising policy in trade 
*matt(u-s. And the list of Benefits affonled by many even 
of the older Unions is a meagre one. But the best Unions 
pride themsidviis on rendering {heir members indepiuident 
of all charitable aid, public or private, during any of 
the more common misfortunes of life. They provide SicK, 
Accid('nt, Superannuation and Funeral Benefits; and above' 
all, th(7 give out-of-work pay for a long (though of coui’se not. 
unlimited) tinu; to any memlier, who needs it through no fault 
of his own a Benefit which none but a tiadi^ Society could 
undr*rtake. lAu* only the members of his own tnwle can judge 
wlud.her his want, of work is due t(# his idleness or other fault., 
and whetluu' he is putting too high an estimate on t.he value' 
of his work : and they aloiu^ have an interest in supporting him 
in the refusal to sell his work for less than they tiiiink it is 
leally worth. And at the same time the expense of managing 
the whole business of the Union is less than would be that of 
managing its Provident business alone by any other Society: 
for the locjil otlicei*s get good information without trouble, 
they spend nothing on {idvertising, and they receive but 
trifling .salaiies’. 

^ The reader is referre<l to tlio excellent Reports of Mr Buniett to the 
Board of Trade, wliich give details of the ex2>eiiditnre of all the chief Unions 
for each successive year of their history. It is instructive to note that all 
the Benefits increase and the Funds diminish during periods of commercial 
depression. But the burden of Buperannuation Benefit increases steadily withi 
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^ 3. Such being the general plan of Tntde-unions, we 
may pass to examine the influence which they can exert on 
wages. 

We have already incidentally inquired whetlnu* wages can 
An artificial raistxl permanently by diminishing the supply 
scarcity of la- of labour; and we may begin by recapitulating 
canVaisV*^*'^* the results obtained. If the workers in any 

wages much trade are able to limit artilicially the supply of 

if four con- , . , , , . , 

ditionsare th(5ir labour, they ciiii certainly secure a con- 

satisfied. siderable increase of wages, which will be the 
greater, the more fully four conditions are satisfied h They 
are; Firstly^ that there is no easy alternative method of 
obtaining the commcKlity which their trade helps to produce; 
and this generally requinis, (</.) that tlu^y have control over 
the supply of labour in their trade and district; {h) that the 
commodity cannot easily‘| m 5 bixiught from some other district, 
in which the conditions of labour are beyond their control; 
and (c) that there is no available mechanical oi‘ other contri¬ 
vance by which the commodity can hie prcKluced independently 
of them; tiecondly^ that the commodity is one the price of 
which will be raised considerably by a stinting of supply, or 
in other wonls the demand, for it is not very elastic : Thirdl/y^ 
that the share of the total expenses of prcxluction of the 
commodity which consists of their wages is small, so that a 
gi’eat prcportionate rise in thmn will not greatly raise its 


the lapse of years; for the average age of the Unionists has no.t yet reae-lied 
its maximum. Less titan a tenth of the total exi>en(liture comes under the 
head of striki^ pay in an average year’s budget of the first class Unions. But 
many of the differences between individual workpeople and their employers, 
which result in their ceasing to be employed, are of the nature of trade 
“ disputes,” though not techni«!ally so called. And some Unions do not even 
attempt to make any distinction in their accounts between “out-of-work” 
pay and strike pay: though the former, when given at all, is at a lower rate 
than the latter. It seems however that not more tlian a fifth of the total 
expenditure can l>e ascribed to “disputes” in the broadest use of the term. 

The accumulated Funds of the chief Old Unions average about two weeks' 
wages of \heir members. 

1 Comp. Book V. Ch. vi. § 2. 
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price and diminish the demand for it. And, Fourfhhjy that 
the other classes of worker, and the ejnployers, in the trade 
are squeezable, or at least are not in a position to secure for 
thems(dves an increased share of the price of the joint product 
by limiting artificially the supply of tlieir labour and capital. ^ 

The elh^ct on the wages paid h)r doing a given piece of 
work would be just the same whether the num¬ 
ber of woi’kers in a trade were diminish(Kl by a 

tenth, or the amount of work done l)y eacli were Smiting the 
/ . , . number of 

diminished by a tenth (other things lieing equal) : workers and 

but on the latter plan the same aggregate wages 
would be divided among more people, and the 
rate of wages per head would bo a t(mth lower. 

If the amount of work domj ^er head is diminished by 
lesstming the hours or the severity^ of work, there is some 
contpensati Mg gain in increased leisure, or freedom from strain: , 
but if it is diminished by insisting on uneconomical nmthods 
of work, there is no such compensation. 

Wluni the Nt<t Advantages of a trade are abnormally high 
relativity to othei*s in th^ same grade, tliere will 
be a strong drift into tlie trade, both of adult wageavelrsus 
workers and of children, by I'outel! direct and 
indirect; and this diift can be resisted only by 
hard and harsh mijasures which interfere much with the free 
course of business, iruman nature being what it is, fhe drift 
from outside will be stronger into a tiwle with very high money 
wages than into one with rather higli wages, and considemble 
other Net advantages. And partly for this j-eason the Unions 
of the skillinl tnwles are aiming rather at the latter than the 
former end. 


^ Otlier tilings would indeed not he equal: for the larger number of men 
would want more superintendence, more space, and more niachinery (unless 
they worked double shifts insUiad of single); and therefore their aggregate 
wages would he less, and their wages per head more than a tenth less^than if 
tlie supply of labour were leHsenwl by a mere diminution of uunihors. 
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Tlin r«!C(*ti<. t?xionsi(ni of Trado-uiiioiiisiii lo iniskilliul 
Permanent labour luis boon confronted by tlu', fact that an 

Umitations of ,^,rtificial restriction of the numbers in any un- 
the work done ^ ^ ^ _ •' 

in all trades skilled trade is difficult, and in all trades to^ 

wage8°'^**^ gether impossible, unless multitudes are to lie 

generally. supported ifi idleness. But it is not impossible 
to make labour scarce in all trades by shortening the houi’S of 
labour sufficiently. Tlie movement in t.liis direction, is, as we 
saw in the last chapter, the composite product of a genuine 
desire for more leisure for its own sake, and of a fallacious 
belief that there is a fixed Work-Fund. We concluded that, 
if there is a general diminution in the amount of work done, 
the National Dividend will shrink and the share of it that 
goes to the working classes, or in other words the aggregate 
of weekly (real) wages will shrink also, though not perhaps 
quite in the same proportion. And since there would be no 
diminution in the number among whom this aggregate was 
divided, average (real) wages would fell very nearly in pro- * 
portion to tlie diminution of the work done. 

§4. Leaving then this recapitulation'of the results of 
We BBstoat lessening the supply of labour, we 

tempts to se- will pass W the main task of this (chapter. That 
wages *for**^ia inquire whether, by a judicious use of the 

hour by threat- threat of temporarily withholding the supply of 
hoidlts^sSppiy lalnjur, Unions can force employe-s, and through 
temporarily, them the community at large, to pay higher 
wages temporarily. It is clear tluit this question is not 
decided by the argument of tluj last Section. For if two 
men are rowing in the same boat and one pulls all the time 
with only half Ids strength, his progress will be slow : but if 
he thinks the other is doing less than a fair share of work, 
he may possibly find it a good policy to refuse to row till the 
other exerts himself more; he may conceivably roach his 
journey’s end quicker than if he rowed on steadily without 
demur. Here tlum is the true centre t>f this contest as to the 
efficacy of Unions to raise wtfges. 
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\V{} may sUirt from tlio indisputablo fact that tho waj^o of 
labour of any kind tends, like tlie value; of a , 

material commodity, to a position of equilibrium forces of sup- 
at which the amount which will l)e normally manTdo'^tJot 

demanded is equal to that which will bo noi’- always act 
. freely on 

mally supplied. liut this tendency does not wa^esof 

always op(;rate freely : it niay (5ven be suspended 

for tin; time, if either the buy^'^rs or th<; seller's have; no reserve 

prict;'. 

A woi‘kin;.t man who is not. a mcmlMM* of a Trade union can 
seldom stand out Joii^ for a ri^scua ed pric<; for his laboui*; and 
thus he may fail to jj;(;t much Ixmelit from the fact that, other 
things being e(|ual, it will be to tin; inter(!st of employers to 
pay wages ejpml to the net value of his work, if they (;annot 
g(;t a sullioi(jnt< su[iply of labour on \*heaper t(u*ms. 

Take; foi’ instance tin; ease of a f;i4*mer who calculates tlij^-t^ 

the Avork of an additional labourer would add . i 

Case of local 

to tin; prodius; of his fjirm enough to r(;pay with combinations 
profits the outlay of 14.s*. a week iji wages. No 
doubt it will then b(‘ to his interest, other things being equal, 
to offer thes(; Avag(;s I'atliau* than go without tin; extra iissist- 
anc(;. But other things are v(;ry likely not to be (;qual. If 
the current rate in the j)arish i.** 12s.*a we(;k, he could not bid 
14.'?. without incurring (xlium among his brotlnu* farmers, and 
perhaps tempting the l.abourm's already in his emyiloy to 
demand It.*?. 8o he will probably offer oidy 12s., and com¬ 
plain of the scarcity of labour. The ju'ice of 12s. will be main¬ 
tained because competition is not peiTectly fr(;e ; because the 
labourers have not much choice as to the market in which 
they sell tlu;ir labour; and because they cannot hold back 
their labour at a reserve price equ.al to the higln;st wage Avhich 
the employer can afford to pay^ 

1 Tlic (^^eiioral theoiy bearing on this point is indicated in Book V. Ch. ii., 
and is worked out more fully in the corrospouding chapter of the rrin^pleH. 

'■* The disadvantage luider which labourers lie in such a case as this, may 

24 
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And even when; einployers are not in any eouibiiiation, 
tacit or avt>wed, to regulate wages, each large 
fmploy«^is*^a f^mployor is in his owni per-soti a perfectly finn 

coipbinationin combination of employing power. A combination 

himself. « , 111 11 

of a thousjind workers has a very weak ana un- 

, certain force in coinp^i'ison with that of a single resolute 
employer of a thousand men: and though such an employer 
sees his profits in hiring a few more men at the current or ev(;n 
rather higlier wag(‘S, lie may yet think it the better policy 
not to bid for tluun lest he should suggest to those already in 
his employment that they should raise their demands. 

In such cases as these the special disadvantages of the 
workman in bargaining certainly put his wages 
^”make*^e*co- ^ Iwdow the position at which they 

Ride wit*h\he tiioir level under the free action of 

workman demand a/id -supply: and Unionists need not 
agahist him. forces aro always at work. It is 

enough for tlieir arguuuvit that, whenever these 
special disa<lvantages put the current rate of wagcjs below the 

lie .SOPH l>y considerini^ the position of a sliopkeeper in like circumstances. As 
a rule a sliopkeeper fixes the price of liis ^oods; and if the Customers who 
come into his shop on one day refuse to pay that price, he waits till others 
come who will pay it. But if (*t any time he were compelled to sell off his 
goods quickly, taking whatever offeA he could get, and not holding back for 
any reserve price, he might have to sell them at much less than their real 
value, at all events if he had access to only a few buyers. 

Thornton in his book On Labovr, which caused Mill considerably to modify 
liis views as to the intluence of Trade-unions, illustrated the indeterminateiiess 
of equilibrium price in a small market, by showing thatin such a market 
Butcli auction might sometimes yield a higlier price than Englisli. Mr J. S. 
Cree in his vigorous and suggestive Criticuvi of the Them-y of Trade-umonx 
has shown that under ordinary conditions it is a disadvantage, and not as 
Thornton supposed an advantage, to have the initiative even in a small market. 
But tliis does not impair the substance of Thornton’s main argument; which 
is that wliere tliere is little competition, price is indeterminate; and then those 
are at a disadvantage who are known to be bound to sell without reserve. It 
is true, as Mr Cree urges, that the price would be even more indeterminate if 
it were settled between two combinations of employers and employed, than if 
employers and employed bargam freely with one anotber: but in the fonner 
case tlie *-mployed are not at the same disadvantage in bargaining as they 
are in the latter. 
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normal rate, tlu? force of economic friction is tjxei'ted against 
tli(; workman. And tlujy contend that by organization they 
can frequcintly make that force act in hi^ favour. A viscous 
Huid in a vessel tends to form a level surface: but if ffom 
time to time an artificial force pushes down the left side, 
whicli we may take to correspond to wages, it may reasonably* 
b(; maiiitained that the average fM)sition of the left side is 
lower than it would have bciui without such interferenct;, in 
spite of th(i indisput.'ible fact that the force of gravitation is 
constantly tending to reinstate th<5 position of eejuilibrium. 
What Unions claim to be able to do, corrcspomls to applying 
fwMpient and stronger pressure on th«5 riglit-hand side, thus 
♦jausing ])rotits to yield the higher level to wages; so that the 
average level of wages, partially sustained by friction which 
will now act. for them, will be higher instead of lower than 
if t he foi’ces of demand and supply acJod with perfect freedom.* 

§ 0. They therefore set themselves to insist on a “Common 
Mule” according to which all persons who do The Common 
similar work shall receive the same rate of pay- 
merit, whether measured by “ time ” or by “ the piece.” They 
desire to sAidardize payAent in relation to work : but, as we 
sluill see, not all their measures mak^for true standardization; 
and some of them, when pushed to extremes, tend to make 
employment more irregular. 

The chief means at the disposal of Unions ^r this 
luirposi? -putting aside for the present the 
modern “boycott,”—are thmits of withholding 
foj’ a time the labour which employers need in Unions apply 
order to turn to account the investments of withhol?thc 
capit.'d (material and personal) made in expecta- 
tioii of getting that labour. They have learnt 
that this threat has but little power when bu.siness is 
slack. But when the time has come foj* the trade to reap 
fbe har-vest for which it has been waiting, the eiupkttyers 
will be very unwilling to let it .slip; juul even if an agree- , 
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inont to resist the demands of tlie men is made, it will 
not easily bo maintained, especially if the fruits that they 
mi^fht have gsitherecl are being snatched up by rivals outside 
of ^their combination. Unions furth(;r hold that the threat of 
a stnke, though less powerful when the tide of prosperity is 
'falling than when it is Hsing, may yet avail for the compara¬ 
tively easy task of slackening the fall in the high wages they 
have gained. They claim thus to sccur('. an earlier rise, a 
great(;r rise, and a more prolonged rise than they could get 
M'ithout coiidnnatio!i. 

The <|uestions at issue are then- (Jan Unions really make 
t'conomic friction act for the workman instcjad of against him ? 
Are the means which they tak(^ for this purpose injurious 
to })roduction and thereh^re indircictly to the workman? Tf 
the answei’s to both those (piestions are affirmative, is the 
' good on the w'hole greater nr less than the evil ? 

§ 6. L(^t us then look at the answers to tliese <pies- 

Rejoinderby fions given by those who dispute, the power of 
opponents of .y ■ f ■ 

Unions. Unions thus to raise wages. 

They take a preliminary objcctiryi to the comu|on assump¬ 
tion of Unionists that cases, such as tliat of agri- 
objectiorTto <'ultural lalpkurers (piotiid above, represent the 
the assump- actual condition of any considerable part of 
tion ia strong England’s industries. They say that there are 
ina^ket*^^*^ but few tnwles in which the employers really act 
in concert, even though tluiy undertake to do so; 
and that when an employer secs his way to marking a profit 
by hiring more labour at the current wages or even a little 
higher, lie generally finds means of doing so; and that he 
would almost invariably do so were it not for the influence of 
’Prade-unions. For they msist that the very means which 
Unions take to prevent an employer from paying individual 
workers less than a standanl rate, make him often hesitate to 
raise •fche wages of individual men, when he would do so, if 
free from the restrictions and demands of the Union. Thus, 
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so far as this coiiiit goes, tlmy luainUiin lli/it (•oinpctitioii is 
much aiore effective, at all events in thefimliistrial districts of 
modern J^ngland, than the arguments of IJiikmists geiaundly 
imply; or, to rev^ert to our previous sirnihi, that tlui action of 
competition corresponds to that of fluid that is only ver}fc 
slightly viscous. And they go on to assert that that slight 
viscosity is partly due to the influence of Unions. 

Tt is difficult to decide how far this answer is valid. 
On the one hand it is in agriculture, Avluire Unions anj weak, 
tliat we find the most grounds for the complaint that ellicumt 
fUid inefficient workers are paid so nearly alike as to give but 
small encouragement to energy. But, on tlu^ otlier hand, 
wlulo this evil is diminishing in agricultuni under tlui iidlmmce 
of the growing mobility and inddpeudence of the labourei’, 
it is increasing in some other industries in whicli employ(U'f> 
fear that a concession to tluur best men will be followed by 
further demand of a strong Union on behalf of inferior men. 
This is however a side issue: let us pass to the main issue. 

^ 7. Let us look first at the influence of strikes and 
threats ofik-rikes in a siligle trade. It is clear 
that, if in any tivade tln^ emplover is to bc^ op^poSTems of 
luirassed at all times, and es/becuuly when lui Unionsto their 

main claim so 

S(‘es his way to profitable business, then business far as a single 
men generally will shun that trade ; unless indeed, 
taking one time with another, they are able to 
get from it a rat.e of profits not merely as high as, but rather 
higher than is to be got in other trades. Ftir the extra worry 
and fatigue of the work to be done will require some com¬ 
pensation; and until they get it, the undertakers will seize 
eve.ry convenient opportunity of diminishing the stakes which 
they hold in the trade. 

The relative strategic strength of' employer and employed 
may determine for the time the shares in which the aggfegate 
net income of the trade is divided; but the tenns of the 
division will soon react on the amount of capital in the t rade, 
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and ilioreforo un tlio aniouiii of that inconio’svliicli isavailablo 
for division *. ' 

* It may bo imptissible to force the consumer to pay a price; 
that will (;over these charges: in that case employment in 
‘the trade must decline; and then, in spite of the Unions, 
there will be many m(;n running after one; employer and w'ag«;s 
will fall. 

It is true that if the wares produced by the tra-de have 
even a pai-tial l(K;al monopoly and are in strong demand, the 
employes may be able, by well-timed strikes and thi’eats of 
strikes, to obtain a rise of wage.s at the expense of the consumer, 
and to retain it for a considerable time;. But they cannot 
retain long a much higher w’age than can be earned in similar 
and neighbouring trades, except l)y permanently limiting tin; 
‘ numbers in their trade—a case whieli we hav(; already 
considered. 

Next the claim of a Union to obVaiji a rise of wag(;s by 
striking or threatening a strike, when the employers are 
becoming veiy busy, is compared bj^ opponents oL Unions (,(► 
the claim of those, who have prematur(;ly shaken (%wn unripe 
apples, to have produced Jt^he apples. Th(;y insist that, as the 
orchaixl would have yi<;lded* better apples and with less 
injury to the trees that have to bear* Jiext year’s crop, if 
naturediad been left to run her course; so the rise in wages 
that belongs to a peiiod of trade prosperity, though it might 
not have come so soon or have been so shai^p, would have 
lasted much longer. The Unions boast of resisting the 
tendency to a subsequent fall: but really that tendency, 
it is argued, is in a great measure of their own creation; 
and it need not have been felt for a long while, if employers 


1 Ittiat 18 , tlio incunic is not a Bent proper fixed by exteriml conditions, 
and permanently available for division among the parties interested: but it is 
a ^asi-rent which will bo lessened by every diminution in tlie inducements 
to keep up the supplies of ciipital in th^ trade. Comp. Appendix G. 
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by strikes Jiiid the rumours of tVem, aujl if plans could lia\ t‘ 
beeji made far ahead with confideuee tl)at tluiy could be 
caiTied out, and therefore witli but a narrow inaigin of 
profit. 

Ho far tlu! rejoind(‘.r relates to the ejects of a Ljiion in 

a siriijle trade; and it appears to have much . 

, * * Assumption 

force, on the assumplioii that the m^t effect of involved in 

■iVade-union action is to worry and fret the 
undertaker, to mak(‘. Ids work mon; dithcult anti uncertain, 
and thus to narrow Ids enterprise, 

8. L(;aving tlds assumption for discussion later on, we 
may fcdlow the course of tlie ai-gument wlien 

m i • • • 1 ’ 11 Rejoinder by 

Irade-umonism is supposed to lie extended to opponents of 

all the chief trades of the country. ^Capital and ag 

business power cannot then take refuge from the to wages in 

injuries of Trade-unions by the comparatively 

easy means of drifting into adjoining trades. 

But it is still tru(i that a rise in wages, if obtained at; the 
expense profits, is lively to diminish the accumulathin and 
to promote the emigration of capital; and that it may 
diminish the enterprise of l)usyiess%nen, or at least of such of 
them as do not emigrate with their capital. It will thus 
tend both to diminish the National Dividend, whicli is the 
source of all wages, and to lessen the competition iff capital 
for the aid of wages. In both these ways the rise of wages is 
in danger of bringing about its own destruction. 

Tlds old argument has lioth gained and lost strength in 
recent times. On the one hand migration from one country to 
another is becoming less difficult both for capital and for the 
employing class; and, if England should ever cease to be an 
eminently desirable country to live in, a small fall rejoinder 
in the rate of profits below that obtainable else- is partly 
where with equal trouble and worry, would cause weakS^han u 
so gr(*at a lack of capital and business powei*, that 
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tJie working-classes would ho coiiipellod oitlior to provide tlie.s(i 
requifiitf's of pnMluotiop for tkeiiiaolves, or to submit to suck 
low pages tliat they would soon want to omigi*ate in pursuit 
of the capital and business power. But on tin; other liand 
eyery country has industrial troubles of its own ; and, so long 
as Englishmen meet theirs in as brave and conciliatory a 
spirit as any other pe«)ple, the owners of capital and business 
pow(‘r will have no strong inducement to seek other lands. 

Again, though the dependence of industry on a large 
supply of capital is constantly inenjasing, yet the inlluence 
which the fall in the rate? of interest exerts in checking, 
the accumulation of capital is a little h‘ss important than was 
formerly supposed. 

And again though progi^ess depends ever more and more 
on the energies of business imm, and though soim^ of them 
,might slacken their efforts a little if the Earnings of Manage¬ 
ment were lessemM ; yet the growth of vy^ealth and intelligence 
are constantly increasing the numlxu's of tho.se who would do 
the work of busihoss management with great vigour for a 
moderate reward, so long as tln^y couhbretain their fu§ freedom 
and responsibility, and all the excitements of the cha.se. 

The rfyoimler of the op^mnmrts of Unions pi’occ^eds :—If it 
But there rc- conccMod that the National Dividend would 
mains a power- not bo much les.scmed at once by a gentiral rise of 
in thcfback*^ wages obtained at the expense of profits ; and 
ground. hilmur, getting a larger share of a Dividend 

but little (UmiriLshed, would be a little better off for the time; 
even tlnui it has still to be considered that this diminution 
would be progressive and cuimdative^ unless the 7’ise in wages 
exercises some compensatory effect. Thus if in one year the 
diminution of profits causes the stock of capital to be one 
{icr cent, less than it otherwise would have been, thi.s loss 
will haje increased to about tw'o per cent, at the end of 
the second year, to about three per cent, at the end of the 
•^Ihiixl ycai’, to about ten per cent, at the end of the tenth 
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year, aiul .st) on. T>ut this cauimt go on for long. For 
wliile Uio Joss inoreasfts stoadrty yoai| by ynar, there will 
be no eorresponding inerciase in tlie advantage Avliieh a)!!!- 
bination gives to labourers in their bargaining ; and sooner 
Of lat(ir the, (jonipcjtition of capital, for the aid of laboua 
in production will be lessened; wages will fall, and will 
probably go on fallbig until tin? nunoval of the (jauses which 
lessened the sup})ly of capital, and therefore the National 
Dividend’. 

It is then chvir that if a i is«^ of wages is obtained simply 
at the expense of pi*ofits, if it lowers profits without exerting 
any corn pen satoiy eflect on tin; National Dividend, it must, 
be s(^lf-flestruetive in the long rini. It must load in time to 
such a scarcity of (capital and of bu.siness power that the 
Natioiial .Divider k 1 will be insufficient to afford high wages t(.> 
labour, even while capital is getting a low rate of interest, 
and l)usiness pow(U‘ is Aieceiving low Earnings of Management. 

§ 9. Thus tlie main issue between those wdio do and those 
who do not thiiik tliat Unions can permanently . 

l aise wagofi, reKsolves itself almost entirely into the resolves itself 
narrower qiuistion whether the latter are nght question 

ill assuming tlint there is no ifiipoitant compon- whether Union 
, ... , . , « action on the 

satory effect to the injuries which some lonns whole lessens 

of 'rrademiion action inflict on production; that Production. 

the net (effect of the action of Unions is to hamper business 

1 A fall in the ral« of interest from say three to two per cent, woulil out off 
a goo<l (leal from the savings of some people. But those of others would lie 
very little affected hy it (s(*e Book iv. Ch. vii. Ji 6), and tlicrefore the percentage, 
which tliis lowering of tho rate of interest horn three to two, took from the 
stock of capital in successive years would slightly diminish. In fact however 
this correction is much less important than ono tending in tho opjiosito 
direction. For wages could not bo kept at their raised level without throwing 
a continually increasing burden on profits; and therefore the diminution (or 
check to tho growth) of the National Dividend would bo greater In the 
se<'()nd year than in the first, greator in the third year than in the^secund, 
and so on. Further, n fall in the rate of interest promotes the use of 
machinery, and tends to increaso Auxiliary-capital at the expense of Wage- 
capital, and thus slightly to lower wages. 
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and lessen production. U^t us then addre.ss ourselves to 
narrower question. (i 

(<hi the side of Unions it is contended : (i) that the ablest 
Unionists recognize the general solidarity of their interests 
Ayith those of the employer, and so far from needlessly 
hindering him in his business, do all tliat they can to make it 
work easily, smoothly and certainly by every meaos that is 
compatible with their retaining their strategic advantages in 
bargaining; and (ii) that their action as a whole tends to 
improve the character and increase the efficiency of labour, 
that this influence is cumulative^ and that its benefits outv 
weigh any harm Unions can do in checking the growth of 
the material means of prcjduction. Let us investigate these 
pleas. * 

, § 10, Firstly as to fjie evils caused by strikes. Strikes 

, Strikes are often regarded as peculiarly the results of 

^ouraged by Trade-unionism. But, as l\as already been shown, 
the beat the better organized a Union is, the smaller is the 

Unions. chance that a local quarrel will mature into a 

strike. And though when a strongs Union does strike, the 
contest is likely to be a long one; yet the unwillingness of 
employers to try conclu8ifnis ivith it, and the prudence of 
the officials of such a Union, together with the form of its 
government, tend to diminish the number of strikes. 

Strikes are of course expensive. But too much attention 
The direct been paid to the direct expense which they 

expenses of cause to both sides, and perhaps even to the 
smaulrn-'^^ occasional privation which they occasion to the 
portance families of the employed. These evils obtrude 
themselves on the notice of every one : and no doubt they are 
great. But they are not great relatively to the immense issues 
at stake. Tliey are not even great relatively to the uncer- 
reiative^r to tainty and friction which strikes bring into busi- 
the policy ness. It is therefore the general policy of thti 

^ support!'*^ Unions, more than the direct expenses of the 
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oiuvi.sional sti*ike.s ))y whicli they fclwit policy, (,<» which 

we must, turn our attention'. • I 

,^11. We; may then pass to that part of Union H^)licy 
wliicl) consists of fixing a minimum (local) rate 
of wage, and making it so high that ^t practically mum wage i!| 
becomes tlie ordinary rate. Unionists contend ed^evU^to”the 
that this, while esseiitial to enable them to bar- dealing 
gain as a body with the employer, is not. an un¬ 
mixed (ivil to him. It saves him trouble and anxiety, to be 
abh^ to buy his labour, just as it does to buy his raw material, 
•at. whohisale prices; for then he can be sunj that no neigh¬ 
bouring competitor is buying them at a lower price and thus 
prepaiing to sell the finished commodity more cheaply than he 
c;an airoixl to. What public markets do for the fair-<lealing 
employer as regards raw material,,Unions <lo for* him, it js 
maintained, as regards lalxmr. 

But unfortunately this is not quite truer of laboui* when 

hired by time, because the labour is not sufH- 

•f ’ , Its evil arises 

cirmtly graded '. At present, no doubt, tlie most chiefly from the 
incompetent people of> all are excluded from differ'muciTIn 
Unions by the rule that a candidate for admis- ability and in- 

. dustry. 

sion must prove that he is cabbie of earning the 

hxral minimum rate of wages’. But to begin with, that is 

1 There is of course no advantage in comparing the expense of a^y particular 
strike with tlie total direct gain to wages of any that follow after it: partly 
because the events that follow the strike, may have been due to other causes, 
and partly because a strike is a mere incident in a campaign, and the policy 
of keeping up an army and entering on a campaign has to be judged as a 
whole. The gain of any particular liattle is not to be measured by the booty 
got in it; and even defeat is no proof that the General was wrong in not 
submitting without a battle. The cost of strikes is discussed with full 
statistical detail in Mr Burnett’s excellent reports on the subject to the Board 
of Trade, and in several Beports of American Labour Bureaux. 

Compare Book v. Ch. i. § 3. 

^ Some weight must he allowed to the claim of the Unions that young men 
are stimulated to exertions by knowing that they must work up to this 
standard. But it is not always a very high one; and, no doubt, ronie naui, 
when they have attained it, exert themscilves but little to get la^yond it; l)ein(|^ 
not unv;illing to draw largely on the out-of-work funds of their IJnion. 
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only at tlifi tlaio of lii.s admission: and for tliis vory reason 
admissions to Unions tyre most; numerous when trade is j^ood, 
and when men ratlier below tluj average are for tlu'. time 
worth the standard wage.s. And fuT*thor men vary as mudi 
in their willingness, as in their power, to exert themselves to 
do a gowl day’s work for tlieir wages'. 

A conc(‘ivable nmiedy for tliis could be found by the classi- 
This could be of tlu^ workers in each tradti into several 

lessened if the gnulcs, with a minimum (local) rate for each, 
ed more classi- Of cours('. learners al ways have spcicial rates, and 
fication; a few Unions allow old men to work below the 

regular rate. But most Uidons arci opposed to carrying tin? 
classitication furtlmr than this in the .same branch of work; 
partly because th(‘.y fear it might enable the employ(;r to 
bargain with his men as individuals under the covin’ of offering 
them work in a lower grade. 

Th(^ difficulty is a real om* ; but perhaps Unionists would 
make greater isfforts to overcome it, if they realized fully how 

^ much'it dimiuLshes the National Dividend, and 

which would 

diminishin- therefore in the long r.ni the average wages 
empi'oymenUn throughout the Country. h\)r even when trade 
the trade con- is brisk, there Ih’e st me men who need a stimulus 
therefore in to cxertion closei* at hand than the fi^ar of being 
others. employment when trade declines ; and 

when it docs decline, the employers have to dismi.ss more 
men, and to dismi.ss them earlier, than would be rvecessary if 
their wages were graded according to their efficiency. The 
full extent of this evil is not readily perceived : for men look 
chiefly at their own trade; and they think that, if there is 
less done by one set of men, there will remain more to be 
done by others. While sorue fall into the ever-recurring 
fallacry that there is a fixed Work-Dund, many forget that the 

^ It i8< jominonly said by employers that <n’(lhuiry men will flo more than 
half as nmch a^ain wh«*ii th^y liavo a direct interest in their work as when 
tiiey are paid hy time. 
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demand for tlie g(n)(ls’ and services of (jacli trade and pro¬ 
fession comes solely from the products of other trades and 
professions, and depends solely upon tfieir activil^y; and that 
therefore by cutting short th(i period of activity of one frade, 
they tend to thnjw others out of full work .sooner than would 
otherwise have })(^en neces.sary; that thus trad('! depression 
spreads and causes furtlun* interruptions of work, w hicdi again 
a<‘t and I’eacI, on other trades. Tn fact, while the growing 
('\pensiv(;ness of machinery and tlui gi’owing breadth of 
jiiarkoins give rises to strong forces constantly tejiding towards 
increased regularity of employmeid., the haste of some irnions 
*to put their minimum rate of wages a little too high for those 
nuMi whom the emjdtjyesr is not very anxhms to liaA'e tuxcopt 
ir) pi’(>sperous times, is one of tln^ chief moden\ hindrances to 
stjttled conditions of work'. 

13. The system of piece-woi^v is schlom found in tAe 

limwt and b(.\st of industrial relations. Th<{ most careful^ 

• 

’ It should liowover be noticed that many Utiious admit of classification to 
this extent that the variations in tlic minimum wiigos demanded by tlio 
different local brandies are very grent. Tliere is no universal rule; but the 
general rule is that the iniiVftna are Jiighost in and near London, and next 
in the inamifacturing districts; and that they gradually denu’easo with the 
distance from any great centre of the tritfe where a high standard of work 
is needed and paid for. Thus the Amalgamated Society of Cai'penters and 
Joiners reported in 1888 minima of 20.>f. in Penzance, in Barnstaple, ‘iS*. in 
Taunton, ‘28/f. in Bath and Worcester, 31.s. in Bristol, :>(w, in Biraiingham and 
Manchester, and 4*2.9. in some Loudon suburbs. * 

Where the wages are high, tlie standard of efficiency whicli a man must 
attain in order to earn the current wages of the district is high. If then a 
member of the Union at Bristol cannot get 31,9. a week, ho will he forbidden to 
work for less there, but the Union will pay the expense of liis goifig, say, to 
Taunton where he will he able to get employment at the current wages. On 
the other liand an exceptionally able €811)60101 in Taunton is likely to migrate 
to Bristol or Loudon to get higher wages. By thus sending inefficient men to 
places where the standard of efficiency is low, and indirectly at least helping 
efficient men to go to places where it is high, Unions tend to peri»etuate 
local inequalities of efficiency and therefore local inequalities of Time-wages. 

A proposal is now under consideration in some Unions representing large 
trades to admit a little more classification even witli regard tt) mem%3rs of the 
same Branch, in order that a larger percentage of workers may bo eligible ^''** 
admission to the Unions of their several trade^. 
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and artistic work can seldom be measured l)y it; and in 
Piece-work is l*‘•^'tles, especially small tnules, the work 

not suited to all varies sd much fnjin bench to bench and from 
day to day tliat no regular tariff can be devised; 
.and piece-work degenerates into contract work, in which 
the individual workmari has to bargain alone with his 
employer. 

But in the majority of tnules, the variou.s tasks can be 
But in others it accurattily; and when a list of prices for 

has great ad- them is agreed on, the employes grade themselves, 
vantages. present an unbroken phalanx in bar¬ 

gaining with their employei-s. Piece-work adds to the wages 
of tlui industrious workei's; and it checks those liabits of half¬ 
hearted work, which flourish in every rank of life wheie the soil 
is favourable. In many trades however for which it is appa¬ 
rently well suited the Ifnions either prohibit it, or at l(*ast 
avow dislike to it. 

In some cases this is caused l)y an undue, eagerness of 
certain employers to reduce piece w'ork rates 
like to it, ' ^vhen they have thought their men were taking 
too much money home. Some workmen oppose 
it because they desire to t§ke things easily, and have perhaps 
a latent dislike to be graded according to their merits. And 
some oppose it because they think it makes work scarce, 
by inducing men to get through more of it than they otherwise 
would; and here again come in the combined effects of a little 
trade-selfishness, and the fallacy of the fixed Work-Fund. 
Perhaps these imperfections of human nature, rather than 
Unionism, are further to be held responsible for 

Unions not , 11.1 

specially re- whatever ground there may be for the complaint 

that some Unionists urge their fellows not to 
exert themselves over-much and absorb work that 
others might be glad to do'. 

' I This 18 not effected by rogiiliitioiis; Jmt in KOinc workshops 

Unioniut and Noii uniouist alike, Mocial pressure, is brought to hear 011 any one 


sponsible for 
this. 
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^13. The old doctrine that whore there is a will there is 
a way, is well illustrated by the success with 
'^^hich those trades, that areunuch |sul)ject to m^uch subject^* 
the bracing action of foreign competition, 
grappled with the difficulty of making Union 
action effectivfi on behalf of the eniployed, and yet neith«r 
generally vexatious to the employer nor expensive to the con¬ 
sumer. li'he trades which make largely for foreign markets 
are more uniform in their methods of organization than 
many others. They not only buy their materials but th(*y sell 
their products very much in open markets; and special trade 
.connections and trade secrets are, as a rule, of 
(iomparatively small importance in them: and fdop^alf 

(beso conditions have of course facilitated the enlightened 

poncy: 

nunute classifi(!ation and grading of different 
Disks. T3iit there have been more powerful causes tending in 
the same direction. For a quick nemesis has followed on anyj 
quarrelsome or obstructive tendencies that have hindered in 

wlio \voi‘k8 so bard as to set a standard of work bigbef than the. others like; 
and no doubt the presence of a Union element may increase this pressure. 
Again a foreman, if a membef of tlie Union, is sometimes apt to conceal the 
faults of Unionists, and to give them an undue preference over abler 
Non-unionists. The control of a brands of a Union has occasionally got 
into the hands of men who have u(»d its luachinury to obtain full wages for 
very little work; and though such cases are rare, tlie miscliiof which they 
cause is perhaps greater than that due to other kinds of Union action which 
have attracted a larger share of public attention. , 

There are general rules against working overtime; but as was indicated in 
the last Chapter, if moderate in character, they promote the efiicieucy of the 
worker, and are nut injiuious to production in the long run. Overtime is 
sometimes forced on an unwilling employer by the resolve of some strong and 
able men to get very high wages at any cost. They are just the men on whom 
he can depend most in a difficulty; so he is anxious to retain them; and their 
individual demand for overtime overrides the collective opiKfsitiou of the 
Union to it. 

Some Unions have hard and selfish rules limiting very naiTowly indeed 
the number of apprentices, and other learners. Ttfe effects of such limitations 
have already been discussed. But it should be added that in some cases they 
are j)rompte<l, though not justified,by the action of some employers who get 
bad work done at low wages almost exclusively by learners, for wholk they do 
not endeavour to make any provision at the end of their time. 
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;iiiy Wiiy, tlircct or iiifliroct, the full eflicieiicy of the huiuaii 
energies and the material capital invested in tlie tivule; and 
any injury that a union may jause to the employers, not being 
capable of oeing passed on to the c<jnsumers, acts quickly on 
the supply of capital in the trade; and thenjfore reacts quickly 
on the wages of the employed. 

In trades that are largely subject t(> foreign comj)etition, 
. , therefore, those union olhcials who most fully 

and employed realize the fundamental solidarity b<‘tween ilm 
co-operate, inttirests of employers and empl()y(;d, and who 
oppose all demands which would needlessly hamper production 
or inflict loss on t.he employers, are those whose mi vice is 
found to bear the test of exjwrience best,: tlnur influence 
genemlly increases, and their character spreads itself over 
the Union. Meanwhile sinVilar ciiuses tend generally to bring 
tq the front those employers who give the most moderat(5 
and prudent counsels, and whose relations with their employes 
ai’e most cordial. 

The workmen iji th(;se trmles w(u*«i the first to welcome 
and form niacl'uneiy, and to accc‘pt paynumt by tln^ piece. 

Boards of And the employers .in these ti’ades were; the first 

Conciliation. welcome Tradc*-unions, to enter into negotia¬ 
tions with them, and to ar^ingii conjoiotly witli, them lloanis 
of Conciliation. In these Boaixls an equal number of repre¬ 
sentatives of employei's and employed meet on etpial terms; 
they discuss now the minor details and now the broader prin¬ 
ciples of wago-arrangenumts with reference to tlnj qurrent con¬ 
dition of trade; and when they can agree, as they generally 
can, their decision is in effect binding on the whole of their 
trade in tlieir district. 

The character of their agreement varies with the nature of 
the trade; but in all pases they aim at graduating the payment 
to the difficulty of each particular task, taking account in some 
cases of differences in the character of the raw material sup¬ 
plied, and in others of the delays caused by working with 
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machinery that has not the very latest improvenients. And 
in some trades they arrange list^s of tliy prices to ))e i)aid for 
each of many thousand different tasks’. • 

Arrangem(mts of this kind, and even the, mucli h^.ss satis¬ 
factory expedient of occasional appeals to Ar])i- 
tration, do not work easily without the aid of unfons often^^ 
strong organization on either side. Little hut greatly faoH- 

• 1 • r • 1 • business, 

mischief indiied comes from a weak Union, always ' 

ready to interfere, but seldom able to secure tlio faithful , 
carrying out of an agreement, to wliicli its own oilicei's hfi\e 
beim a party. But a strong Union, guidc^d by alile and far- 
seeing nwn who luive a grave sense of responsibility, is found 
to enable a few minutes’ quiet conversation to scuttle innunuu’- 
able petty disputes that in old times would have causinl much 
delay and worry and loss of mutual good feeling. And, when 
the time comes for great changes in wag(*s (uther way, the , 
cas(5 is argued out by^ those who know exactly what are the 
real points of difficulty; and who, though theri^ must be in 
the background an appeal to force, will yiif liavii recoursii to 

^ III the coal and iron trades these payments are soinotime-s made to vary 
by a tilidimj Scale with the price of the product. The standard price and the 
standard wage are usually taken as J^ioao ]^revailing at a d itc at which the 
condition of trade is recognized by both sides to have been normal; and it is 
agreed that for every rise or fall of the price above or below its standard level, 
wages should rise or fall above or below their stamlanl level by a corre.sponding 
but generally smaller percentage. The percentage is generally smaller to 
correspond to the natural and beneficent tendency of fluctuations of wages to 
bo less in extent than those of prices (See Book vi. Ch. viii. § S). The 
Sliding Scale, when working at its best, arranges that those infinonccs which 
short-period fluctuations in the price of a commodity are bound to exercise 
on the current wages of the labour by which they are made, shall work them¬ 
selves out smoothly and easily. But the basis of the Scale needs to be 
changed from time to time to correspond with altered conditions of trade, of 
prmiuction, and of the labour market generally. Those changes at rare 
intervals give effect to the influence which the snpidy price of labour exercises 
in long periods oil the price of the commodities raised by it. There are 
however special difliculties connected with Sliding Scales, some of which arise 
from the fact that in many of the trades to which they apply, foreigJ compe¬ 
tition is only a partial regulator, and something approaching a local monopoly 
is not rare. ^ 
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industrial war only as a last rft.sourco. In such trades we may 
conchidtj (joniidently tjiat Tnwlc-unions on the whole facilitate 
busi/iess’. '■ 

>5 14. Other trades in which many able employers are not 
A strong Union Horry to 1)0 confronted by a fairly strong Union, 

is often on the those ill which the labour is not highly 
whole helpful ^ 

in a trade in skilled or specialized; and the employers, know- 

not’becometoo ing that in case of need they can britig in fresh 
strong. labour from a distance, have no fear of losing the 

effective control of their own businesses. In such cases the 
able and prmlent Union leaders, having the conhdence of 
their followers, and being able to make practically binding 
contracts on their Vielialf, may save more trouble and wor-ry 
to the (anployer in small (jfaestions than they cause in large 
vmes; and they are nioixv likely t.o hinder than promote such 
t aggressive action as would force the employer to extreme 
nuvisures. Many of the firms engagcyl in these trarles are 
large, .and use much fixed capital ; they buy .and s(41 every¬ 
thing in large quantities, and would be willing to pay a 
little extra for anything, labour i--)cludcd, to s.ave them¬ 
selves the time and expense of making many detailed bar¬ 
gains. But while the em*^loy%rs in such cases may welcome 
the presence of a Union so long as it remains of mcKlerate 
strength; their attitude would quickly be changed if any 
great measure of success should attend the endeavours that 
Trade JUG f'ow being made in these very trades to revive 

Federations. extend old projects of Federation of Unions, 

and to make them irresistible by the use of the modern 
weapons of sympathetic strikes and boycotts*, 

1 In some trades an employer having ground of complaint against one of 
his employes not iinfrequeiitly appeals to the Union secretary; and lie having 
investigated the matter compels the workman to make good his default uuder 
l>enHlty^pf losing the support of the Union. 

2 An interesting history of earlier attempts at Federation as well as of 
Trade Councils and Trade*uniou Oougreeses is given in Mr Howell’s Conjlicts 
of Capital and Labour, Ch. x. Throughout it all we find evidence of the high 
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§ 15. The disturbing effects of Trade-union action are 
probably seen at their maximum in |trud(5S which Ijave a 

flducation that Unionists are deriving from all these various forms of 
£issm*iation. They hel]* different trades to enter into one ajiotlier's difficulties; 
to bring to bear on o)ie another the force of a public oinnion, which, thong|j 
often one-sided, is on the whole bcneticial; rfiid lastly to smootli away any 
quarrels which may arise between different trades, especially with rt^gard to 
apparent encroachments by one on another’s jwovince. Fi»r such quarrels are 
as frequent among modern Unions as they were among mediaeval Gilds. The 
chief discussions at Trade-union Congresses have however related to Industrial 
Legislation; on which they have tixerted a great, and on the whole a beneficial 
influence. 

It is too early to form a sound judgment of the more ambitious new schemes 
A)!' Federation. Under the guidance of able and resolute men they <rhange their 
shapes rapidly to avoid first one difficulty and then another: it is possible they 
may attain a power, that would at present api»car fraught with some danger 
to the State, and yet use that power witk moderation. If so, they will do 
much towards changhig the cour.se of industrial history. For tlioy aim at 
little less than contndling the general conduct of business in tlje interest oi 
tlie workers, just as much being allowed to the employers (that is to capital 
and business power) as is needed to avoid greatly cJiecking the supply of 
capital and the activity of business. 

TJie method by wliich they proi>o.so to attain this result is generally to 
submit every dispute to the supreme Council of the Pevleration, who are (?m- 
powered—in some cases subject to the explicit consent of the several Unions 
—to declare war against the Ih-ms which resist their decrees. The couneil 
may, for instance, order that the Federated trade.s shall not handle any goods 
coming from or going to those firms or evcf that they shall not work at all 
for any employer who refuses to cea.s# dealing Avith those flrnjs. The j»olicy 
which they propose is one requiring great judgment and self-control; qualities 
that have not been shown in some of the recent ventures of such Federations 
in America, Australia and England. But imm Icam by experiem^cn * 

In some recent scliemes for an alliance lietweeu Co-oi>erators and Trade- 
unionists in Ejiglaiid, it has Iweii proposed that co-oi>eratoj‘s should buy no 
goods that did not bear a Trade-union mark. It is certain that at present 
the worst conditions of labour arc g(!iierally found among those who are 
making goods for the consumption of the working cla.sses themselves; and it 
is quite right that they, and other people, should as fai' as possiUe avoid 
purchasing goods made under these conditions. But it is a strong measure to 
put it in the power of a Union to destroy the trade of an employer on the 
ground that he does not conform to their requirements, Avithout making sure 
that those requirements are such as it is to the public interest to enforce. 
Errors of this kind will however correct themselves in time. Ai.il meanwhile, 
togetlier with some little hann and perhaps iiijustioe, good Avill be ^ne by 
aii attempt that calls the attention of the working classes as consumers 
to the ultimate effect of a policy, of which they are apt to see only oua side 
when they approach it as Trade-unionists. 
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Effects ofcom^ 
binations in 
trades not 
much subject 
fo external 
competition. 


monopoly of some speeial skill, and are not much influenced by 
the fear Qf foreign competition. It is in some of 
these trades that a bful use of Trade-union forces 
is most likely to show itself, a use that injures 
emplvtyers in the first instance, but in the long 
run is chiefly at the expense of the general public. 
And indeed it is true now, as it was in the time of the old ( Jilds, 
that in a trade which has any sort of monopoly, natural or 
artificial, the interests of the public are apt to be sacrifietjd 
most, when j)eace reigns in the trade, and eraployei's and em¬ 
ployed are agreeing in a policy, which makes access to tlu^ ti-ade, 
difiicult, stints production, and keeps piices artificially high. 

16. So far we have discu.ssed the influence! of Union 
action on general wages, wifli rc'ierence to the question whetlnu* 
'Dll the balance it renders business more difficult and uncertain, 
diminishes profits, and less<3ns the supply of capital and the? 
energy of business men. But we have-not yet considered the 
strongest grounds of the claim made by Unions that tln‘-y do 
not on the whole lessen the National J)ividend, and thereby 
biing into action forces which will retfider futile tlndr efl(H’t,s to 
raise wages. We have still to consider that the strongest 
But Unionism Unions tD sustain wages depends on the 

must be judged influence they exert on the character of the 
influence?)n'* workers tliemselvcs ; though their position is not 

the character strong as it might be made by the abandon- 
ofthe workers. ? „ , . i i - i 

inent of all regulations and practices winch 
needlessly limit the number of learners in skilled trades, or 
tend to deprive the workers of a gotxl opportunity afid a 
sti’ong motive for exerting their best abilities to the full extent 
that is compatible with a due amount of rest and leisure. 

It is true that Triule-urionism has already done much of 

... , . its work in tliis direction. It found even the 

Unions found 

many^orkert artisan with but little independence and self- 
gave'them ser^ respect, incensed against his employers, but with 
reapcct. uq well-considered policy for compelling them to 
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treat him as an equal who had something to sell tliat tlif>y 
wanted to buy. This state of things would in any ease liavo 
been mucli modified by the irntrease wealth and of know¬ 
ledge ; which, together with the cessation of great war.‘» and 
the opening of our markets freely for the workman’s ft)fKl, 
would have taken away much of that want and fear of hung»r 
which depressed the physique and the moral character of the 
working classes. Unions have been at once a chief product 
and a chief cause of this constant elevation of tht? Standaixl 
of Life: where that Standard is high, Unions have sprung up 
naturally; where Unions have been strong, the Standard of 
•Life has generally risen; and in England t(j-(lay fcnv skilled 
workei's ani depressed and oppress(id’. 

But there still remain trades in which special causes have 
low(ired the independence of il*e workers and 
induced them to submit to conditions of liire 

still a few 

and conditions of work, which constantly pi“ess trades in which* 
them downwards, Selling their labour with- n“eJgd****** 
out any effective reserve to employers among 
whom there is l)ut little effective competition, they have not 
partaken in the general progress. HelativeJy, if not abso¬ 
lutely, the price of their labour has fallen: and yet it is not 
always cheap to the employerffor long years and in some cases 
long generations of poverty and dependence, without know¬ 
ledge and without self-respect, have left them >yeak and 
unpixffitable workers: and it is in relation to these classes 
that Trade-unionism is doing its most important wor’k among 
the present generation of Englishmen. 

Its work has been successful in proportion as it has 
n^sisted the temptotion to go counter to the (iconomic forces 
of the time; and has directed its chief efforts to giving men 
a new spirit and a trust in and care for one another; and 

^ Till recently workmen Buffered mncli liardehip and wrung from some bad 
masterH, Unions have checked this partly by explaining the law to Ite work¬ 
man and putting it in force for him. 
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inciting tlieiii to avail themselves t)£ tfiose economic forces 
that can be nifwle to work on their side. 

Thus for instance ^ander the old regime at some of the 
Labour at the Docks, the inevitable uncertainty of 

Docks under employment was increased through lack of due 
ti.e old regime. . jj^en were kept waiting about 

needlessly for the cliances of an odd job, till their sjurit 
was gone; they turned their little earnings to very bad 
account, and they were at once among the most miserable, 
and the dearest worktu's in the country. A Trade-union giving 
them s(Uiie confidence in themselves and tlnur fellows, insisting 
on tlie l*emoval of conditions which were very injurious, and' 
linally appealing to public sympathy for funds which enabled 
them to put a restirve p»;ice on their labour, was able 
to give them a wonderful start: and though they have 
liot in every case known how to use their victory with 
moderation and wisdom, they are now on a higher level than 
brrfoi’e. 

There is an almost equal wastrr of human life, though of 
_ „ . another kind in some other industries, such as 

“Sweated” nail-makiiig, and hand-sewing, in which old- 
trades. fashioned meth ods vainly struggle for life. These 
are the imlustries in which the evils of the so-willed sweating 
system art; gi’eatest, and the worker's are most helpless. The 
forces of The time are moving them slowly on to better' metluxls 
of wor'k, and ther't*foi'e liigher wages: but, if they could take 
combint;d action, the movement would l>e liastened; and the 
gr-owth of Trade-unions among thtun would l>e partly a rtisult 
and partly a cause (»f their rise fi'orn t-heir present low state 
to a liigher one. 

§17. Though th(;re is no longer i*oom for Unionism to 
There is much render services of this order to skilled workmen, 
can^tliUender uiuch that it can do even for them, 

tothemfcrai Unions all win, and most of tliem in fact do, 
*the workers, cxercise all elevating inlluenoe by pimishing 
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any member wlio corubicta bimaelf badly, or who is b’oqueutly 
out of eiujdoyment from excessive drinking. Tliero is much, 
moral strength in i\iCi esjurit de'coiys tl|at makes a nnui anxious 
not to bring disgrace on his Union, and in tfio just •pride 
with which ho contemplates the provision tliat its llonefit, 
and Provident Funds make to scaure him from needing ifhe 
aid of public or private charity. 

Tlio ])etter the influences which Union.s exei’t in these 
re.spects tlie more liktfly is any increase of wages 
tlmt they may o})tain, to bo turned to account in mcVdo*tl?s^*** 
promoting the industrial efficiency of the presimt likely 

. 1 ,, . . ,. - , , to raise wages 

and the coming generation or workers. In so permanently, 
far as they do this, the LTnions have an oflectivo 
answer to tlm argument, recently given, that any chock to the 
growth of trapital caused by a‘rise of wages at the o.Kponse of 
profits is likely to be cumulative. • If they do wliat they ^an 
to make labour honest and hearty, they can reply tliat ah 
addition to the wag^^s of their trade is as likely to bo invi^sted 
ill the Personal Capital of themselves and^l heir (jhildi’en, as an 
increase in profits is to be invested in Material Capital ; that 
from th(' national point of view persons are at least as re- 
num(‘.rative a field of iiivostmei^ as things : and that invest¬ 
ments ill persons are cuiimllltive in their effects from year to 
year and from generation to generationh Put this answer is 
not open to those Unions, or branches of Unions, tiiat in effect 
foster dull and unenergotic habits of work. 

§ 18. It would be a great gain if the net influence of 
Unions on wages could lie clearly traced in , 

history. Put this cannot be tione. ror many ascertaining 
of tlie most important effects of Timle-union un/ons”by*di-^ 
action are so remote from their causes as to rectobserva- 
escape notice, unless they are carefully sought 
out; and even then they are so intermingled with the effects 

1 Bee above Cli. iv. §§ 1, 6. In Englaiul, and to an oven greater extent in 
Am|||pa, the material Havings of working men ai'e them selves cousiderablea 
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of t>ther ant], in some cases, more powerful causes, that their 
true meaning is not easily rea(P. 

Let us liowevei* coifckler tfie relation of Trade-unions to 
some of the hroad movements of wages noticed 
ill the first half of the preceding Chapter. Trade- 
unions have Iw^en stronger in Ihigland than on tln^ 
Continent, and in America; and wages liave bemi 
liigher in England than on the Continent, but lower than 
in Ameiica. Tlieir strength in England was partly due to 
that foi'ce of character, which was the chief cause of the 
excess of English over Continental wages. Their weakness 
in America was partly due to tlie veiy causes that made the 
wages of the American working man so high ; viz. his restless 
enterprise, liis constant opportunities of bettering himself by 
clianging his abode and his occupation, and the abundance of 
land <.ui which he (;ould settle as an independent owner*. The 
highest wages of all that the world has known have been in 
some parts of California and Australia; Gut they were due to 
causes wiiich excluded the action of Unions. Gradually real 
wages in those places have fallen—perhaps not absolutely, but 
-relatively to the rest of the Western world; and in their 
desire to retard that fall, nj^m have betaken themselves to 
Unionism of a specially active arid adventurous character. But 
it is not easy to decide whether in so doing they have not 
checked tike growth of wages l)y retarding the hiflux of 
capital, as much as they have increased it by modifying in 
their own favour the distribution of the joint proiluct of 
laliour and capital. Again, not long ago wages were very low 
in Scotland; but they have already risen nearly up to the 
English level, as a result of the general tendency of local 
inequalities of wages to diminish, and in spite of the fact that 
Unions are weaker in Scotlaml than in England. Unionism 
is liowf^ver gi’owing fast in Scotland; and in shipbuilding, for 


Unions and 
*wages in 
different 
countries. 


1 CiJinpare the footnote on pages Srifi, 356. 
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which tlie Clyde lias great natural advantages, Unionism fs 
as strong and wages as high as in England. 

Again, those occupations in which \fag(*s have#risen inost 
in England happen to lie those in which tliere 
are no Unions: th(!y are those kinds of domestic wages in 
s(n*vice and those employments foi’ ^onien and ‘^'ffcrent 
children in which there has hc'en a great incriiase 
of demand, while the increase of sujjply has ht'en checked by 
the gi-owing unpopulaiity of domestic service, and the unwilling¬ 
ness of the better grades of working men to let their wives 
leave home and their children leaver school early. Again, few 
()f those branches of skilled labour which have had strong 
Unions for the last fifty yeats, can show as great a rise in 
wages as has bcien secured in mo^t unskilh'd occupations in 
which physical strength is nsjuired, even though fbey have 
had no effective Unions. 

It is true that Unions claim to liavc imuh^ life more 
pleasant in manufacturing and other industries, 
and thus to have increa.se(l the induceinmits 
needed to keep people in domestic service. And Unions on 
it is further true that, in so far as Unionist 
/lotion may luive raised the gener/ililevel of life! 
of some classes of wor'kei’s, it h/is helped to r/iise the inl-(dligence 
/Hid chanictei-, and therefore the w/ige-e/iriiing power of their 
children, /imung wliom are in/iny domestic servants. \Aii, even 
if we t/ike an optimist estiin/ite of these influences, sucli f/icts 
/IS those just quoted provt^ that the direct influence of Unions 
on wages is sin/ill rel/itively to the great economic forc(\s of 
the age. They prove this, hut they prove no more than this. 

And on the other h/ind the advocati^s of ynionism c/in 
bring forward a long series of facts to prove that inference that 
when a comparison is madti of wages in tw'o b^ngequaT 
similar tr/ules, or in two br/xnches of tlie s/ime Unions do 
trade, or in the s/ime branch of the same tivide [ilc {^radSTn"' 
in two ^lacns; if it so h/ippens tliat neither of which they are 
them is favoured relatively t“ the tither by tlie others. 
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economic clianj^cs of tlie cige, tlicn tliat one which has the 
stronger Uni(»ns lias almost invariably tlio higher wages; 
and that one in whifeh the strength of Unions is increasing 
most rapidly is that in which wages are rising fastest'. 

Such facts prove that, other things Ixnng equal, wages in 
trades in which there "are strong Unions ai’o likely to ho 
higher than in those in which there are not. But they do not 
afford a conclusive answer to those who hold that a Union can 
obtain a relative rise in wages in its trade only by means which 
indirectly cause a greater loss in other trades ; and that 
therefore the (‘ffect of Unionism is to lower general wages. 

It should also be noted that all such facts lose "some of 
their significance, when it is remembered that a I’ise of w«'iges, 
even when caused by a general iniiroasii in the prosperity of a 

•trade, is neaily always followed, as statistics show, by an 

« 

1 There are several eases of trades with stroug Uuioiis, in which the rise of 
wages has been retarded by canses which may easily 6H«*ape observation. For 
instance, the rise of the wages of compositors has been himlerod by the 
diffusion of education which, while it much increasiis the demand for their work, 
prevents tho power reading and writing from having any longer a monopoly 
value: their wages have however risen relatively to the inoomcs of clerks 
who are affected by the same cause but have no Union. Again, skilled iron- 
fimnders were lieavily struck by tho invention of machinery, the use of 
whitdi re(iuired mere pliysical ^tyou^db enabled many navvies to earn 

lOs. a day at iron-founding at the very time when the Uncm]iloye(l List of 
the Ironfounders' Union was quoted before the Commission on the Lopression 
of Trade^ as strong evidence of a growing dearth of employment. And again, 
the engineers have suffered, nominally at least, from the fiict that—to say 
nothing <»f those who are below tho Union standard—there is a constant 
increase in the nninher of men who confine theinselves t<>, comparatively 
simple work in the management of inacliines, and are not highly skilled all¬ 
round men. The average incomes to-day of those who entered the engineers’ 
trade thirty years ago are vei’y high indeed. Not a few are employers, 
many more are foremen and in jiositiuns of trust iu all kinds of industric's; 
and many are earning exceptionally higli wages for delicate and varied work 
ill small, hut high class businesses. A great many of these however are not 
members of the Union at all; and those who are, owe very little at present 
(whatever they may luive done in tho past) to the aid of the Union. 

All these three trades have to do with brandies of production for wliich 
tlie (lAnand is iiuireasing much faster than in proiairtion to the population. 
They all have very strong and well-managed Unions; and yet all have to 
contond witli strong and not very obvious hindrances to a rapid 4iie iu their 
minimum wage. 
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increase in ilie strength of tlie Union. For tho rise, however 
caused, incr<;ases tho men’s coi^fidenco in their lemhn-s, and 
makes them more willing as well as more able pay their 
entrance hics and subscriptions ; and further it increases the 
numbers of tliose who are qualified for admission l>y earning * 
the standaril wages. 

19. The direct evidence of wage statistics is then in¬ 
conclusive. Hut, on the whole, tliey tend to 
oonlinn the conclusions to whicli our general conclusions, 
reasonings setuncd to point; and wo may now 
,sum them yp. 

In ti'ades which have any sort of monopoly the workers, by 
limiting their numbers, may secure very high wages at the ex¬ 
pense partly of th(i employ(5rs, hu* chiefly of the general com¬ 
munity, Hut such action generally^diminishes the number of 
skilhiid workei’s and in this and other ways takes moi'e in the ag- ^ 
gregate from the r(*al yuigi's of work(5rs outside, than it adds to 
tliiise of vvoi'k(u*s inside: and thus on the balance it lowers averages 
wages. Passing from selfish and exclusive atftion of this sort, wc! 
find that Unions gemeraljy can so arrange their bargaining with 
(imployers as to rtmiove the special disadvantages 
under which workmen would Jie if bargaining as u,^onTon°^ 

individuals and without reserve; and in con- wages in par- 
. , , ticular trades, 

sequence employers may sometimes find the path 

of least resistance in paying somewhat higher wages than 
they would otherwise liav^e done. In trades which use much 
fixed capital a strong Union may for a time diNcrt a great 
part of the aggregate net income (which is really a Quasi-rent) 
to the workers; but tliis injury to capital will be partly trans¬ 
mitted to consumers; and partly, by its rebound, reduce em¬ 
ployment and lower wages. Home of those, who have causcid 
this result, may escape it themselves by changing their oc¬ 
cupation or their alxxle. But in trades in which competition 
from a distance is effective, the nemesis follows quickly :*and, in 
these trades iiioi'e than others, Unions direct their energies tO 
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ihaintainin^ a moderate level of wages by means tliat do not 
hamper production. Other things being oipial, the pr(;sence 
of a Unioii«>iii a trade SSiises wages ndatively to otlier trades. 

*But the influence which Unions exei-t on the jiverage level 
, ^ , of wages is less than would be inferred by kmk- 

Union action ing at the influence which they exert on wages 
gen'eraL^lts particular trade. When the. measures 

drawbacks and which they take to raise wages in one trade liav'e 
the effect of rendering business morii diflicult, or 
anxious, or impeding it in any othm* way; they iire likidy to 
diminish employment in other trades, and thus to cavsi^ a greater 
aggregate loss of wages to other trades than they gain for 
themselves, and to lower and not raise, the avei'age level of 
wages. For a fall in the rate of profil.s (ixerts an influen(;e that 
is real, thougli less thati used to be once supposed, in causing 
capital to emigrate or even to b(i consumed, and in causing men 
of business ability to emigrate or slacken their energies; and 
tliis influence is cumulative. 

The power of» Unions to raise general wages l>y direct 
means is never great; it is never suflicient to contend success¬ 
fully with tlie general economic forces of the age, when tlu'ir 
drift is against a rise oi wi^(‘.s. But yet it is sufliciimt 
materially to benefit the worker, when it is so directed as to 
co-operate with and to strengthen those general agencies, which 
are tendfUg to improve his position morally and economically. 
And it will bo so directed if the following conditions are 
Conditions Satisfied Fii’stly, Unions must aim at making 
under which business easy and certain: this is already done by 
^rman^Sy furmal and informal Boanls of Conciliation in 
raise general some trades, especially such as produce largely 
wages. foreign markets. Secondly, they must aim at 

raising the Standard of Life among the workers of the prcjsent 
and the coming generation l)y fostering habits of sohricity and 
honesty, indepeiuleiicf? and self-respect: this is done in 
ilifferent degrees by all Unions; and whatever influence they 
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exert in tliis direction is cumulative. Thirdly, they must afd 
as many as possible of the rising gjencration to ac(]iuire industrial 
skill, and to join the higher paid ranti of labour: this calls 
for some self-sacrilice, and is inconsistent vvitli any attempt to 
raise very high the wages in. skilled trades by making the 
entrance to them artificially difficult. Fourthly, they musl 
strive to develop the great stores (jf business power and in¬ 
ventive resource that lie latent among th(; working classes, so 
tliat, production being economical and efllcient, the National 
Divkhanl may be large; and that, busim^ss power Ixdng cheap, 
and the slian^ going as Earnings of Management being 
r(!lativ(;]y small, that which remains for wagers may bo high. 
The ti'aining which Unionists get from the manag<;ment of 
Union affairs, tliough highly beneficial to them as men 
and as (dUzens, is yet not exactly what is wanted for this 
end. But ITni<ms might do mucli towards it, by under¬ 
taking particular contracts and even general business on 
their own accounts; and by aiding and promoting all forms 
of co-operative enterprise, and espe(;ially»such as o 2 )en the 
gi'eatest number of opji()rtunities to men of natural business 
ability to find free scope for their constructive and originating 
faculties’. Fifthly, they mujjt b^> always spc^cially careful to 
avoid action by which one class of workers iiiHicb a direct 
injury on others. Conttwts between Unions contending for the 
same field of employment—as for instance between Unions of 

1 Thus sacrificing the shadow for the substance, they should where 
necessary, relax the rigid foriug of some of their own rufes in favour of small 
genuine co-oi)erative productive societies in the few trailes in which such 
Sbeietios can successfully contend with the great natural difficulties by which 
they are opjiosod. And in particular tlu*y should encourage productive 
branches of (listributive stores in which responsibility for risks and power of 
experiment are very nearly in the same hands; and in which the business 
energies of men of the working class can be vivified and prepared for taking 
an important pari in increasing the National Dividend and dimiuisliing the 
share of it which goes as Earnings of Management. (Some itsp^ts of this 
question are farther oonsiderod in an address by the present writer to the 
Co-operative Congress in 1889.) * 
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sbij^wriglits and carpenters, or plumliors and titters—attract 
their full meed of attention; but more importance really 
attacliea to^ the irijurid^ which one trade inflicts on others by 
stinting tlie output of the raw material which they have to 
use, or by throwing them out of work througli a strike in 
<v'hich they liave no concM*n. 

§ 20. As Mill says: “Except on matters of mere (hitail, 
Connection there are perhaps no practical questions even 
between the among those which approach nearest to the 
economic character oi pure economic questions which admit 
aspects of the of being decided on economic premises alone;” 

and it is alike unscientific and injurious to the 
public welfare*, to attempt to discuss iihui’s conduct in iiidnstrial 
conflicts witlnnit taking account of othci* motives bedside tin*, 
desire for pecuniary gain. The woi‘ld is not remly to apply in 
practice principles of so lofty a morality, as that impli(;d in 
many socialistic schemes, which assumes that no one will 
desire to gain at the expense of an equal loss of happiness to 
others. But it is, ready, and working imm among others are 
ready, to endeavour to act up to the principle, that no one 
should desire a gain which would involve a veiy much greater 
loss of happiness to others.« Of course th(5 loss of .£1 involves 
much less loss of happiness to a rich man than to a poor man. 
And it would not be reasonable to ask working-men to abstain 
from a measure which would give them a net gain of £1 at 
the expense of a loss of 30 a\ to profits, unless it could be shown 
tl)at this loss would react on wages in the long ilin. But 
many of them are willing to admit that no Union should adopt 
a course which will raise its own wages at the expense of a 
much greater total loss of wages to othei’s; and if this principle 
ha generally mlopted as a bisis of action, then nearly all the 
evil that still remains in the policy of Unions can be removed 
by such a study of economic science, as will enable them to 
disceriuthfwe remote effects of their action “which are not 
Sipen,” as well as those immediate results “ which are seen.” 
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Wil-li tliase rt?tie<!tioiis iu view wo may |)ass to sum 
ami develop some coiisidoiutions as to the social influcnc(3S 
and the ethical cliaract.er of trmle iinlAii action, \yhich have 
already been indicated. Speaking broadly it may bo said 
that trad(i unions have benefited the nation as well as them¬ 
selves by sucii uses of the Common lifdo as make * 

for a true standardization of work and wages; daniizatk>'n 

especially when combined with a frank endeavour js socially 
‘ , beneficial, 

to make tluj resources of the country go as fin* 

as they will, and thus to promote the growth of th (3 national 
dividend. Any rise of wages or improvement iu the conditions 
of life., ancf (unployment, which they may obtain by these 
reasonable nietliods, is likely to make for social well-ljeing. 
It is not likely to worry and disliearten busiae^ss enterprise, 
luu* to throw out of their stride those whose efforts are making 
most for national hiadership : nor will it drive capital abroad 
to any great extent. 

'J’lio case is different with applications of tho Common 

Rule which make for a false standardizid-ion : 

, . 1 1 1 • 1 Danger that 

which tend to force employers to put relatively the Common 

inefiicient workers in the same class for payment work for folse 
as more ellicient workers; or whicb prevent any- standardua- 
ono from doing work for wliich he is capable, on 
th(3 ground that it does not teclinically belong to him. These 
uses of the Rule are jyrhnd facie, anti social. Tl;i3ro may 
indeed be stronger reasons for such action than appear on the 
surfacie: but tlieir importance is apt to bo exaggerated by 
tho profe.ssional zi^al of trade union officials for the technical 
perfection of the organization, for which they are responsible. 

Anti-social again is the false standardization involved in 
refusing to allow an elderly man, who can no insistence on 
longer do a full standard day’s work, to take full standard 

. wages for 

something le&s than standard wages. This practice elderly 

slightly rf38triots the supply of labour in tho 

trade, and appixire to benefit those who enforce it. But ib 
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tftuinot perinaneiitly restrict numbers: it often involves a 
heavy burden on the bcmefit funds of the union, and it is 
generally §hortsighte(&' even from a purely selfish point of 
vie^. It lowers the national dividend considerably: it con¬ 
demns elderly men to take their choice between oppressive 
Idleness, and a weary struggle to work harder than is gootl 
for them. 

To pass to a more doubtful case:—some delimitation of 
Delimitation tbo functions of each industrial group is essential 
of work. ^ working of the Common Kule: and it is 

certainly in the interests of industrial progress that (?very 
urban artisan should seek to attain high proficiency in some 
braiicli of work. But a good principle is apt to be pushed 
to evil excess, when a man h not allowed to do a certain pirt 
of the work on which he is engaged, though it is quite easy to 
(liiii, on the pretext thstt it bekmgs technically to another 
department. Delimitation then, though a social go(xi when 
applied moderately and with judgrneiit, Ixicornes anti-social 
when pushed to extremes for the sake of the niinor tactical 
advantages which it offers. 

§ 21. Very little has been said in the present volume fus 
. to the defici(?ncies of price—that is, a certain 

An illustration - . ' » i i /> 

of the depend- iiuuibftr of grailis of gold—as a measure of true 

precepts'on^*^** value: and therefore it luis not Ix^en possible to 

true measures discuss ill the present chapter the difficulties 
of quantity. , . . i i i- 

which beset trade union regulations on account 
of these deficiencies. But a few words may be said on the 
subject here, though they are not strictly in place. For the 
matter is vesry important in itself; and it illustrates well 
the intimate dependence of definite ethical rules on subtle 
economic reasonings. 

A man, who can perfectly control his horse, may properly 
ride in a market-place, though it would be wrong for a bail 
rider te) risk injuring others as well as himself by taking a 
Jery horse there. And in like manner the inherent imper- 
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fections in price as a measure of value may cause some 
stringent regulations to be on .the bj^lance anti-social; even 
though they might have worked on the whole nioi'« good than 
harm if they could have been expres.sed in terms of a better 
measure of value. Standards of wages are expressed in terma 
of money: and since the real value of money changes from 
one decade to another, and fluctuates rapidly from year to 
year, rigid money standards cannot work out truly. It is 
difficult, if not impossible, to give them appropriate elasticity; 
and that is a reason against extreme applications of the 
Common R\ile, which must perforce use so rigid and imperfect 
an implement. 

The urgency <»f this consideration is iruTcased by the 
natural tendency of trade unions'to pi'ess for a _ 
rise in standard money wages during inflations dardsofmonej^^ 
of credit, which raise prices and lower the pur- fofiowfluctua- 

chasing power of money for the time. At that tions of credit 
, 1 Ml. 1.1 closely enough, 

time (Muployers may ha willing to p.ay high wages, 

measured in real purchasing power and still higher wages in 
terms of money, even for labour that falls somewhat short of 
the standard of full normal efficiency. Thus imm of but second- 
i*ate efficiency earn the high standard money wages, and make 
good their claim to be admitted as members of the union. 
Hut very soon the inflation of credit subsidies, and is followed 
by ;i depression ; prices fall, and the purchasing power of 
money rises: the real value of labour falls, and its money value 
falls faster. The high standard of money wages, attained 
during the inflation, is now too high to leave a good margin 
of profits even on the work of fully efficient men; and those, 
who are below the standard of efficiency, are not worth the 
standard wages. This false standardization is not an unmixed 
evil to the efficient members of the trade: for it tends to 
mak (5 their labour more in demand, just as does the com¬ 
pulsory idleness of elderly men. But it does so only by 
M. 2C 
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cfiecking production, and therefore checking the demand for 
the labour of other branches of* industry. The more such a 
policy is persisted in^ by trade unions generally, the deeper 
and the more sustained is the injury caused to the national 
dividend; and the less is the aggregate of employment at good 
wages throughout the country. 

In the long i-un every branch of industry would prosper 


All would gain 
in the long run 
by a broad and 
generous 
policy. 


better, if each exerted itself more strenuously to 
set up several standards of efficiency for labour, 
with corresponding standards for wages; and 
were more quick to consent to somp relaxation 


of a high standard of money wages when the crest of a Avave 


of high prices, to which it was adapted, had passed away. 
Such adjustments are full of difficulty: but progress towards 


them might be haste^ied if there were a more general and 
clear appreciation of the fact that high wages, gained by 
means that hinder production in any branch of industry, 
necessarily increase unemployment in other branches. For, 
indeed, the only^ effective remedy for unemployment is a 
continuous adjustment of means to, ends, in such way that 
credit can be based on the solid foundation of fairly accurate 
forecasts; and that reckbss inflations of credit—the chief 
cause of all economic malaise—may Ije kept within narrower 
limits*. 


1 No doubt it is true that in times of depression the disorganizatiCn of 
oonsumption is a contributory cause to the continuance of tlie disorganization 
of credit and of production. But a remedy for it is not to bo ijot by a study 
of consumption; aa has Ihkjii recently alleged by wme critics, who appear not 
to have penetrated below the surface of the question. No doubt there is goo<l 
work to bo done by a study of the influence of arbitrary changes in fasliion on 
employment. But the main study needed is that of the organization of pro¬ 
duction and of credit. And, thongh economists have not yet succeedetl in 
bringing that study to a sucjcessful issue, the cause of their failure lies in the 
profound obscurity and ever clmnging form of the problem; it does not lie in 
any indifference on tlieir part to its supreme importance. Sconomics from 
beginning to end is a'study of the mutual adjustments of consumption and 
produot^an: when the one is under discussion, the other js never out of mind. 
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Thus Union policy as a whole is likely to l)e econor»iically 
successful provided Unionists as individuals and 
in their corporate capacity follow the dictates of ^ponsibiihy of 
morality directed by sound knowledge. Some 
of the knowledge required is easily acyessible; some is difficult: 
and some, as has just b(*en indicated, is not to be attained 
fully even by tin*, most careful study. But trade unions are 
deriving an ever-increasing assistance from public sympathy 
and })ublic criticism ; and the more they e.ft<Mid the sphere 
of thei»‘ undertakings by Federation and International alliances, 
Ihe more dependent do they become on that sympathy and the 
morf^ amenable to that criticism; the larger the questions at 
issue, the greater is the force of public opinion Public 
opinion, based on sound economic^ and just morality, will, it 
may l)e hoped, become ever more ai^d more the arbit<u’ cf tho 
conditions of industry’. 

1 Tlie strength and the resjioiisibility of public opinion as regard tho mo<lem 
developments of trade combinations of all kinds are diHcnssetl in an atldress 
by the present \VTiter to the Economic Section of the British Association, 
which is republished in tho Htatiaticdl Jourtuil for Dec. 1890. And something 
further is said on the meaning of tho phrase “a fair rate of wages” witli 
s])ecial reference to Cluuciliation and Arbitration in an IntnMluction by him to 
Mr li. L. Price’s Indnstnal texue. i^ee a#o Mr Picon’s htdmtriul 
Prof. Ashley’s of wayes, and Prof, (rilmau's Methodn of Industrial 

Prnvr. The general lustory of Unions is tbld in the writings of Mr and Mrs 
Webb, Mr Howell and Mr Burnett, also in the Reports of a Oommiyeo of the 
National Associati<jn for Promoting Social Sciencti in i860, and of tJ>e Royal 
(Vmnnission on Trades Unions in 18(i6—9. A great deal of information bearing 
on these and other questions discussed in tins Chapter is published by the 
(\)mniission on Labour; and the /'’wwif lias the unique authority derived 
from tlie cwperation of employers and trade union leadters of exceptional 
ability and experience. 


26--2 
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CHAPTER XV. 

PROVISIONAL CONCLUSIONS AS TO THE POSSIBILITIES 
‘ OF SOCIAL PROGRESS. 

§ 1, Tfiis study of Distribution su^^gests tlui/t tlie social 
Social reform economic forces already at work are changing 

needa energy the distribution of we‘>alth for tlie Ixjtter: that 
and caution, persfetent and increasing in strength; 

And tliat their iniluencc ,is for the greater part cumulative; 
that the socio-economic organism is iiions delicate and complex 
than at first sight appears; and tliat large ill-considered 
changes might result in grave disaster. In particular it 
suggests that the assumption and ownership by government 
of all the means of production, ev(m if brought about gradually 
and slowly, as the more responsible “Collectivists’' propose, 
might cut dee{)er»; into tlik. rQr:)ts of social prQsperity than 
appears at fir.st sight. 

Starring from the fact that the growth of the national 
dividend depends on the continued progress of 

The economic . .. j .i i 

and aociai invention and the accumulation or exjiensive 

coUectSviam •’^P^P^iainces for production; we are bound to re- 
llect that up to the present time nearly all of the 
innumerable inventions that have given us our command over 
nature have been made by independent workers; and that 
the contributions from Government officials all the world over 
have been relatively small. Further, nearly all the costly 
appliances for production which are now in collective owner¬ 
ship by national or local Governments, have lieen bought with 
resources borrowtjd mainly from the savings of business men 
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and other private individuals. Oligarchic governments have 
sometimes made great efforts to ^accumulate collective wealth; 
and it may be hoped that in the comfcig time, furesight^and 
patience will Wome the common property of the main Ixxly 
of the working classes. But, as things are, too great a risk 
would be involved by entrusting to a pure democracy the 
accumulation of the resources needed for fic(}uiring yet further 
command oyer nature. 

There is therefore strong prinid facie ciiuse for fearing 
that the collectivt) ownership *of the means of production, 
would deaden the energies of mankind, and arrest economic 
progress, unless before its introduction the whole people bad 
acquired a power of unselfish devotion to the public good 
which is now relatively rare; and^ though this matter cannot 
be entered upon here, it might probably destroy much that 
is most beautiful and joyful in tlie private and domestic 
relations of life. These are ,the main reasons which cause 
patient students of economics generally to anticipate little 
good and much evil from schemes for sfldden and violent 
reorganization of the eccjnomic, social and political conditions 
. of life. 

Further, we are bound to^refi<IDt that the distribution of 

the national dividend, though bad^ is not nearly Existing 

as bad as is commonly supposed. In fact there inequalities of 
. , , , • 1 j 1 wcPiith arc 

are many artisan households in hinglana, aiiu often exag- 

even more in the United States in spite of tlie 
colossal fortunes that are found there, which would lose by 
an equal distribution of the national income.* Therefore the 
fortunes of the masses of the people, though they would of 
course be greatly improved yb?' the tirne by the removal of all 
inequalities, would not be raised even temporarily at- all near 
to the level which is assigned to them in socialistic anticipa¬ 
tions of a Golden Ageh 

^ The aiiiiual inuonie of tlie 43,000,000 people in the United Kingdom 
a 2 )pcar 8 to amount to £1,700,000,000 or a little more. Now many lea^ling* 
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But this cautious attitude does not imply ac(|uiescen»!o in 
but they are proseiijt inequalities of wealth. The drift of 

needlessly % economic * Science during many generations has 
been with increasing force towards tlie belief 
fhat there is no real necessity, and therefore no moral justifi¬ 
cation for extreme poverty side by side with great wealth. 
The inequalities of wealth though less than they are often 
represented to be, are a serious flaw in our economic organiza¬ 
tion. Any diminution of them which can be attained by 
means that would not sap th« springs of free initiative and 
strength of character, and would not therefore, materially 
check tlfce growth of the national dividend, would seem to be 
a clear 'social gain. Though arithmetic warns us that it is 
impossible to raise all eainings beyond the level alreiuly 
reached by specially well-to-do artisan families, it is certainly 
desirable that those who are below that level should be raised, 
even at the expense of lowering in some degree those who are 
above it. 

§ 2. Prompt ’action is needed in regard to the large. 
The exce though it may be hoped,/low steadily diminishing, 
tionai case of “ Residuum ” of persons who are physically, inen- 
the Residuum. moraXy iqpapable of doing a good day’s 

work with which to earn, a good day’s wage. This class 
perhaps includes some others beside those who are absolutely 
“luiempfoyable.” But it is a clas.s that needs exceptional 
treatment. The system of economic freedom is probably the 
best from both a moral and material jxrint of view tor those? 
who are in fairly good health of mind and body. But the 

iirtisans earn about £200 a year; and thefo are a vast number of artisan 
households in which each of four or five members are earning incomes ranging 
from 18s. to 40 j. a week. The expenditure of these households is on as large, 
if not a larger scale, Uuui would be possible if the total income were divided 
out equally, so as to yield about £40 annually a head. This fact is noted 
in an airtide on “The social possibilities of economic chivalry” in the 
Economic Journal for March 1907, where several of the suggestions made 
In the preseili chapter are further developed. 
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llesiduuni canuofc turn it tu good account: and if they a^e 
allowed to bring up children, in their own patttjrii, then 
Anglo-Saxon freedom must work badl^ through ^nuu on the 
coming generation. It would be better for them and inuch 
better for the nation that they should come under a paternal 
discipline something like that whif*li prevails in Germany^ 
The evil to be dealt with is so urgent tliat strong 
luejisures against it are eagerly to be desired. 

And the proposal that a minimum wage should and the diffi- 
be fixed by authority of Government below propMai*^for a 
. which no •man may work, and another below minimum 
which no woman may .work, lias claimed the 
attention of students for a long while. If it could.made 
effective, its Inmefits would be i^oigreat that it miglit be gladly 
accepted, in spite of the fear that it would lead to malingering 
and some other abuses; and that it would be used as *a 
leverage for pressing, for a rigid artificial standard of wages, ^ 
in cases in which there was no exceptional justification for 
it. But, though great improvements in* the details of the 
scheme have been maefe recently, and especially in the last 
two or three years, its central difficulties do not appear to 

1 A beginning might be ma<le mtli a broader, fnoro educative and more 
generous administration of public aid tcT the helpless. The difficulty of dis¬ 
crimination would need to be faced: and in facing it local and central 
authorities would obtain much of the information needed for gifiding, and in 
extreme cases for controlling, those who are weak and especially those whose 
weakness is a source of grave danger to the coming generation. Elderly people 
might be helped with a chief regard to economy and to their personal inclina¬ 
tions. But the case of those, who are responsible forfronng cliildren, W(>uld 
call for a greater expenditure of public funds, and a more strict suliordimition 
of ]>ersonal freedom to public necessity. The most urgent among the first steps 
towards causing the Bosiduum to cease from the land, is to insist on regulai* 
school attendance in decent clothing, and witli bodies clean and fairly well fed. 
In case of failure the parents should be warned and advised: as a last resource 
the homes might be closed or regulated with some luuitatiou of the freedom of 
the parents. The expense would be great: but there is no other so nrg^t need 
for bold expenditure. It would remove the great canker that infects th^ whole 
bixly of the nation: and when the work was done the resources thm had been 
absorbed by it would be free for some more pleasant but less pressing social duty. 
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IJHve been fairly faced. There is scarcely any experience to 
guide us except that of Australasia, wliere every inhabitant 
is part own^r of a vastf’landeJ property; and which has been 
recently peopled by men and women in full strength and 
health. And such experience is of but little use in regard to 
{t people whose vitality "has been impaired by the old Poor 
Law, and the olcf Corn I^aws, and the misuses of tlie Factory 
system, when its dangers were not yet understood. A scheme, 
that has any claim to be ready for practical adoption, must be 
based on statistical estimates of the numbera of those who 
under it Avould be forced to seek the aid of the Sta*te, because;, 
tiheir work was not worth the minimum wage; with special 
•refereneq to tlie question how many of these might have 
supported life fairly well if had been possible to work with 
nature, and to adjust in many cases the minimum wage to the 
fAmily, instead of to the indmduaP. 

§ 3. Turning then to those jvorkers who have fairly good 
People fit nioral and .physical stamina, it may be estimated 
only for un- roughly that those who are capable only of rather 
are'relatl^ly work constitute about a fourth of the 

diminishing in population. And those who, though fit for the 
lower kinds oli skilled work arc neither fit for 
highly skilled work,*nor able to act wisely and promptly in 
responsible positions, constitute about another fourth. If 
similar estimates had been made in England a century ago, 
the proportions would have been very different: more than a 
half would have been found unfit for any skilled labour at all, 


1 This last consideration Heems to have been pushed on one eide largely 
•under the influence of a faulty analysis of the nature of “parasitic" work and 
of its hifluence on wages. The family is, in the main, a single unit as regards 
geographical migration: and therefore the wages of men are relatively high, 
and those of women and children low where heavy iron or other industries 
preponderate, while in some other districts less than half the money income of 
the family is earned by the father, and men's wages arc relatively low. This 
natural ac^'ustment is socially beneficial; and rigid national rules as to 
minimum wages for men and for women, which ignore or opiwse it, are to 
Ix^ deprecated. 
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beyond tlie ordinary routine of agriculture; and perhaps fess 
than a sixth part would have been fit for highly skilled or 
responsible work: for the educatior# of the jnjpple was not 
then njcognized as a national duty and a national economy- 
If this had been the only change the urgent demand for* 
unskillefl labour would liave compelled employers to pay for'it 
nearly the swime wage as for skilled: tin; wages for skilled, 
labour would have fallen a little and those for unskilhxl would 
have risen, until the two had nearly nn^t. 

Even as it is, something like this has happtuied: the wages 
of unskilled labour have risen fast<ir than those 
of any other class, faster even than those of for many 

skilled labour. And this movement towards the yf un- 

- , , , , skflled labour, 

('qualization of earnings would pave gone much 

faster, had not the work of purely unskilled labour been mean¬ 
while continually annexed by autofnatic and otlier machinery; 
HO that there is less wholly ^unskilled work to be done no>v^ 
than formerly. It is true that son^e kinds of work, which 
traditionally belong to skilled artisans, rdcjuire now less skill 
than formerly. But, on the other hand, the so-called ‘^un¬ 
skilled'' labourer has now often to handle appliances too 
subtle and expensive to have ^|^en safely entnisb^d to the 
ordinary English labourer a 'century ago,* or to any people at 
all in some Iwickward countries now. 

Thus inechanical progress is a chief causij of* the great 
differences that still exist between the earnings of difterent 
kinds of labour; and this may seem at first sight a seven? 
indictment: but it is not. If mechanical progress had been 
much slower the real wages of unskilled labour would have 
been lower than they are now, not higher: for the growth of 
the national dividend would have been so much checked that 
even the skilled workers would generally have had to content 
themselves with less real purchasing power for an hour’s work 
than the 6d. of the London bricklayer's labourer: and the un¬ 
skilled lalx)urers' wages would of course have been lower still. 
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B(X)K VI. CJI. XV. § H. 

Wo l)avo tlioii to sU-ive to koop inechanical progress in 
The chief swing, ^iii spi^o of its narrowing the demand 

rume^ ia^to^ tfor uiiskilfed lalx)ur; but to diminish the supply 
children of labour incapable of any but unskilled work so 

each ciaas for average income of the country may 

higher work ’ • , . , i i i 

than that of rise .fastei’ even than in the past, and the shai’e 

their parents. each Unskilled labourer may rise 

faster still. To that end we need to move in the sa,me direc¬ 
tion as in recent yeai's, but more strenuously. Education 
must be made more thorough. The schoolmaster must learn 
that his main duty is not to impart knowledge, rfor a few 
shillings will buy more printwi knowledge than a man’s brain 
can hold: Tt is to educate charactin*, faculties and activities; 
so that the children even*o.f those parents who are not 
thoughtful themselves, may have k\ bettei* cliancci of being 
trained up to become thoughtful parents of the next genera¬ 
tion. To this end public money must, flow freely. And it 
must flow fre(dy to provide fresh air and space for wholesome 
play for the childrefi in all working class quarters*. 

Thus the State seems to be required to contribute 
geiierously and ev'en lavishly to that side of the well-being of 
the poorer working ^dass which l^iey cannot easily provide for 
themselves: and at the same,time to insist that the inside of 
the houses be kept clean, and fit for those who will be needed 
in after years to act as strong and responsible citizens. Tho 
compulsory standard of cubic feet of air per head needs 
l)e raised steadily though not violently: and this combined 
with a regulation that no row of high buildings Ixj erected 
without adequate free space in front and behind, will hasten 
the movement, already in progress, of the working classes 
from the central districts of large towns, to places in which 
freer playroom is possible. Meanwhile public aid and control 

1 It is urged in Prifunples, fifth edition. Appendix G, 8, 9, that the health 
of the wotkiug classes, and especially of tlieir children, has a first claim on 
r|teB levied on that 8i)ecial value of urban land which is caused by the 
(mcentration of population. 
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in medical and sanitary matters will work in another difec- 
tion to lessen the weight that has hitherto pressed on the 
children of the poorer classes. 

The children of unskilled workers need to be m^lde capable 
of earning the wages of skilled work. and the children of* 
skilled workers need by similar moiliis to be made capable of 
doing still more responsible work. They will not gain much, : 
they are indeed more likely to lose, by pushing themselves 
into the ranks of the lower middle chiss ; for, as has already 
been observed, the mere power of writing and keeping 
accounts belongs really to a lower grad(5 than skilled manual 
work; and has ranked above it in past times, merely because 
popular education had bticn neglected. 

The lower middle ranks are^overcrowded as btidly as are 
the lower ranks of manual labour, lx>th skilled Material pro- 
and unskilled. But there is pleiity of room in T**"*?i 
the upper ranks of the artisans; and there is constructive 
abundant room for new comers in, the upper 
ranks of the middle class. It is to the activity and resouri 
of the leading minds ^in this class that most of those in¬ 
ventions and improvements are due, which enable the wor-king 
man of to-day to have comforts and luxuries that were rare or 
unknown oven among the richest of a few generations ago: 
and without which indeed England could not supply her 
prescmt population with a sufficiency even of coiAmon food. 
There is often a social loss as well as a social gain when the 
children of any grade press into the grade above them. But 
it is an almost unmixed gain that children bf the lowest class 
should move upwards. And it is a vast and wholly unmixed 
gain when the children of any class press within the relatively 
small charmed circle of those who create new ideas, and who 
embody those new ideas in solid constructions. Their profits 
are sometimes large: but taking one with another they have 
probably earned for the world a hundred times or* more as 
much as they have earned for themselves. 
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BOOK VI. CH. XV. §§ 3," 4. 

‘ It in true that many of the largest fortunes are made by 
speculation rather than by trul^ constructive work: and much 
of this specujjation is allociated with anti-social strategy, and 
even with evil manipulation of the sources from which 
^ordinary investors derive their guidance. A remedy is not 
e5sy, and may never be {Perfect. Hasty attempts to control 
p speculation by simple enactments have invariably proved 
either futile or mischievous: but tliis is one of those matters 
in which the rapidly increasing force of economic studies may 
be expected to render great service to the world in the course 
of this century. 

In many other ways evil may be lessened by a wider under¬ 
standing of the social possibilities of economic 
poBsibiiities chivalry. A deyotioii to public well-Vieing on the 
part of the rich may do much, as enlightenment 
* spreads, to help the tax-gatherer in turning the 

•resources of the rich to higii account in the service of the 
poor, and may I’emovle^the worst evils of poverty from the 
land. • 

§ 4. The inequalities of wealth, and especially the very 

.... low eiirnings of the poorest classes, have been 

wo7k*wen*than discussed witl^, i-eference to their effects in 

to use wealth dwarfing activities as well as in curtailing the 
well, and • . 1. * f. , ^ 

much easier satisfaction of wants. But hero, as everywhere, 

leUureweli* economist is brought up against the fact 

that the power of rightly using such income 
and opportunities, as a family has, is in itself weaJith of the 
‘ l^hest order, aikd of a kind that is rare in all classes. 
‘Perhaps £100,000,000 annually are spent even by the 
working classes, and £400,000,000 by the rest of the popu¬ 
lation of England, in ways that do little or nothing towards 
making life nobler or truly happier. And, though it is true 
that a shortening of the hours of labour would in many cases 
lessen tke national dividend and lower wages: yet it would 
probably lie well that most people should work rather lessj 
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provided that tlie consequent loss of material income cofild 
be met exclusively by the abandonment by all classes of the 
least worthy methods of consumptiorl*; and they could learn 
to spend leisure well. 

But unfortunately human nature improves slowly, and in'* 
nothing more slowly than in the haAi task of learning to use 
leisure well. In every age, in every nation, and in every 
rank of s(x;iety, those who havt; known how to work well, 
liave been far more numerous than those who have known 
how to use leisure well. But on the other hand it is only 
through freedom to use husure as they will, that people can 
learn to use leisure well; and no class of,manual workers, 
who are devoid of leisure, can have much self-re!?pect and 
become full citizens. Home time free from the fatigue of 
w6rk that tires without ^educating, is a necessary condition 
of a high standard of life. * 

Tn this, as in all simihy cases, it is the young whose* 
faculti(;s and activities are of the hi'gl‘<;st im- Leisure in thr 
portance both to the moralist and the ccc<iomist. interest of the 

^ t • > yoiinp* 

The most im|)erative dijty of this generation is to 
provide for the young such opportunities as will both develop 
their higher nature, and make tloem efficient producers. And 
an essential condition to this end is long-continued freedom 
from mechanical toil; together with abundant leisure for 
school and for such kinds of play as strengthen aftd develop 
the character. 

Even if we took account only of the injury done to the 
rising generation by living in homes in which the father 
the mother lead joyless lives, it would be in the interest d£‘ 
society to afford some relief to them also. Able workers and' 
good citizens are not likely to come from homes from which 
the mother is absent during a great part of the day, nor from 
homes to which the father seldom returns till his children 
are asleep. And therefore the individuals iraniedialely con¬ 
cerned, and society as a whole, have a direct interest in the 
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cilrtailment of extravagantly long hours of duty away from 
home, even for mineral-train-guards and others, wliose work 
is not in itself very hgJld. ' 

§<). In tliscussing the difficulty of adjusting the supply 

j of industrial skill of various kinds to the demand 

Hindrances 

toindustrial for it, attention was called to the fact that the 
adjustment. adjustment could not be nearly accurate, l)ecause 
lie methods of industry change rapidly, and the skill of a 
worker needs to be used for some forty or even fifty years 
after he has set himself to acquire it*. The difficulth^s which 
we have ju.st discussed turn largely on the long life of in¬ 
herited habits and tones of thought and feeling. If tlie 
organization of our joint-stock companies, of our railways or 
our canals is bad, we can-.set it right in a dcicade or two. But 
those elements of human nature which have been developed 
during centuries of war and violence, and of sordid and gross 
^pleasures, cannot be greatly changed in the coiii*.se of a single 
generation. * 

Now, as alway.‘i. noble and eager schemers for the r(‘- 

ifhuman organization of soci^ty have painted beautiful 

nature could pictures of life as it miglit lie under institutions 
be iArrlly ^ . , , , , ^ 

transformed which their imagination constructs easily. But 
perty'wouidbe irresponsiBle imagination, in that it 

unnecessary proceeds on tlib suppressed assumption that 
and harmless, nature will, uiider the new institutions, 

quickly undergo changes such a.s cannot rea.sonabiy be ex¬ 
pected in the coui’se of a century, even under fa^sourablo 
^conditions. If hyinan nature could be thus ideally trans¬ 
formed, economic cliivalry would dominate life even under 
the existing institutions of private property. And j^rivate 
property, the necessity for which no doubt reaches no deeper 
than the qualities of human nature, would become harmless 
at the same time that it became unnecessary. 


1 See above VI. v. 1, 2. 
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There is then need to guanl against the temptation’’to 
overstate the economic evils of our own age, and 
to ignore the existence of simiiar and .worse evils nj^extreme^^ 
in earlier ages; even though some exaggeration impatitflceas 
may for the time stimulate others, as well as treme patiepccj 
ourselves, to a more intense resolve that the social . 
present evils shall no longer be allowed to fexist. 

But it is not less wrong, and generally it is much more 
foolish, to palter with truth for a good tlian for a selhsh 
cause. And the pessimist descriptions of our own age, com¬ 
bined with romantic exaggerations of the liappiness of past 
ages, inu^fc tend to the setting aside of metliods of progress, 
the work of which if slow is yet solid; and to the hasty 
adoption of otliers of gre.ater promise, but which resemble the 
potent medicines of a charlatan, and while quickly effecting 
a little good, sow the seeds of wide^^pread and lasting decfwy. 
This impatient insincerity is an evil only less great than that*' 
moral torpor which- can endure tlig.t ,we, with our modern 
resources and knowledge, should look on contentedly at the 
continued destruction of all that is worth having in multitudes 
of human lives, and sdlace ourselves with the reflection tluit 
anyhow the evils of our own age are less than those of tlie 
past. 

And now we must conclude this part of our study. We 
have reached very few practical conclusions; because it is 
generally necessary to look at the whole of the economic, to 
sjiy nothing of the moral and other aspects of a practical 
problem before attempting to deal with it ^ijt all: and in real 
lifti nearly every economic issue depends, more or less directly, 
on some complex actions and reactions of credit, of foreign 
trade, and of modern developments of combination and 
monopoly. But the ground which we have travei'sed in 
Books V. and VI. is, in some respects, the most difficult 
of the whole province of economics; and it comraa.|^ds, and 
gives access to, that which lies yet before us. 
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APPENDIX A\ 

MKTnODS OP STUDY. 

§ 1. It is the business of economics, as of almost »every other . 
science, to collect facts, to arrange and interpret them, and to draw 
inferences from them. All the devices for the discovery of the relations 
between cause and effect, which are described in treatises 
deduction fn ^ scientific methdd^ have to be used in their turn by J;he 
separable. ' economist: there is not amy one method of investigation 
which can properly be called the method of economics • 
•but every method must be made seryiceable in its proper place, either 
singly or in combination with others. And as*the number of combina¬ 
tions that can be made on title chess-board is so great that probably no 
two games exactly alike were ever played; so no two games which the 
student plays with nature to wrest from h^ her hidden truths, which 
wo«wvorth playing at all, ever made use of quite the same methods 
in quite the same way. 

But in some branched of economic Inquiry and for some* purposes, it 
is more urgent to ascertain new fadfcs, than to trouble ourselves with the 
explanation^ of those which we already have. While in other branches 
there is still much uncertainty as to whether those causes of any event, 
which lie on the surface and suggest themselves at first, are both true 
causes of it and the only causes of it; and in these brancheSlt is even 
« more urgently needed to scrutinize our reasonings about facts which we 
already know, than to seek for more facts. 

The reasoning from particular facts to general principles is called 
induction; the reasoning from general principles to particular facts is 
called deduction. Prof. Schmoller, an eminent German historian and 
economist, says well: ** Induction and deduction are both needed for 
scientific thought as the right and left foot are both needed for walking. 
...They r^t on the same tendencies, the same beliefs, the same needs of 
our reason.” 


See above, p. 28. 
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§ 2. There is however no scope in economics for long chains of 
deductive reasoning; that is for chains in which each link is supported, 
wholly or mainly, by that which went before, iind without 
obtaining further support and guidance from observation chtins 

and the direct study of real life. Such chains can be not^pro^lISe. 
made in astronomy and in some other, branches of 
physical science, in which the character and strength of all the chief 
causes at work are known so exactly that ^e can predict beforehand 
the effect of each singly, and thence infer the combined effect of all. 
But it cannot be done as yet in chemistry; for we cannot be quite sure 
how a new combination of chemical elements will work until we have 
tried. And when drugs are used medicinally, it is often found that they 
• affect different people in different ways: it is not always safe to give a 
large dose of a new drug to one patient, trusting to the fact that it has 
worked well in an apparently similar case. And economics has^as various 
and uncertain a subject-matter to deal with as has medical science. 

Jhus if we look at the history of such strictly economic relations as 
those of credit and banking, of trade-unionism or co-operation, wp 
find that modes of working, that have been generally successful at 
some times and places, have uniformly failed at others. The difference 
may sometimes be explained simply as the result of variations in general 
enlightenment, or of moral strength of character, and habits of mutual 
trust; but sometimes the explanation is more difficult. 

§ 3. On the other hand,' there is need at every stage for analysis, 
that is, for taking to pieces each complex part and studying the relawoffs 
of the several parts to one another ai-i to the whole: Explanation of 
and in doing this we are coustantfy making inferences, observed facts 
that is, short steps of reasoning both inductive and Involves 
deductive. The process is substantially the same whether 
we are explaining what has happened or predicting what is likely to 
liappen. Explanation and prediction are really the same mental 
operation; though they are worked in opposite directions, the one from 
effect to cause, the other from cause to effect. 

Observation may tell us that one event happened with or after 
anotlier, but only by the aid of analysis and reason can we decide 
whether one was the cause of the other, and if we reason hastily we are 
likely to reason wrong. Wider experience, more careful inqifiry, may 
show that the causes to which the event is attributed could not have 
produced it unaided; perhaps even that they hindered the event, which 
was brought about in spite of them by other causes that havegcaoaped 
notice. ^ 

If we are dealing Avith the facts of remote times we must allow for the 
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changes that have meanwhile come over the whole character of coonomio 
life; however closely a problem of^to-day may resemble in its outward 
incidents anot^ier recorded* in history, it is probable that a thorough 
Bcien^fic examination will detect a fundamental difference between their 
k real characters. Till this examination has been made, no valid argu¬ 
ment can be drawn from one ^ase to the other. 

§ 4. The part .which systematic scientific reasoning plays in the 
production of knowledge resembles that which machinery plays in the 
Further production of goods. For when the same operation has 

observations to be performed over and over again in the same way, 
on the nature it generally pays to make a machine to do the work; 

and where there is so much changing variety of detail 
that it is unprofitable to use machines the geods must be . 
made by hand. Similarly in knowledge, when there are any processes of 
investigation or reasoning in which the same kind of work has to be done 
over and over again in the same kind of way, then it is worth while to 
reduce the processes to system, to (Organize mefhods of reasoning an^ to 
formulate general Laws. * «' 

^ It is true that there is so much variety in economic problems, 
economic causes are intermingled witlj others in so many different ways, 
that exact scientific reasdh;ng will seldom bring us very far on the way 
to the conclusion for vdiioh we *are seeking. But it would, be foolish to 
refuse to avail ourselves of its aid, so far as it will reachjust as foolish 
as would be the opposite extreme of suppocing that science alone can 
the work, and that nothing will remain to be done by practical 
stinct and trained common sefise. 

Natural instinct wilF select rapidly and combine justly considerations 
which are relevant to the issue ih hand; but it will select chiefiy from 
those whick are familiar; it will seldom lead a man far below the surface, 
or far beyond the limits of his personal experience. And we shall find 
that in economics, neither those effects of known causes, nor those causes 
of known effects which are most patent, are generally the most knportant. 

^ “That which is ndt seen” is often better worth studying than that 
“ which is seen.” Especially is this the case when we are trying to go 
behind the immediate causes of events and trying to discover the 
caifbes of those causes {causas camantes). 

It is sdmetimes said that physical laws are more universally true and 
less changeable than economic laws. It would be better to say that an 
economic law is often applicable only to a very narrow range of circum¬ 
stances vhich may exist together at one particular place and time, but 
^ich quickly pass away. When they are gone, the law, though still true 
\ ai) an abstract proposition, has no longer any practical bearing; because 
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the particular set of causes with which it deals are nowliere to he found 
acting together without important disturbance from other causes. 
Thcoigh economic reasoning is of wide application, we cannot insist too 
urgently that every age and every country has its own*i)i^oblems® and 
that every change in social conditions is likely to require a new develop¬ 
ment of economic doctrines. , 

It is true also that human effort may alter the conditions under which 
people live, and their characters, and thus may affect the economic laws 
that will be valid in the next generation. It may for instance destroy 
the conditions under which the most helpless of our match-box makers 
have been formed; in the same way as it has substituted sheep whoso 
law of life it is to mature early, for the older breeds which did not attain 
nearly to their full weight till their thii'd year. 

The “ normal ” conditions with which economics deals are constantly 
being changed, partly through the unconscious influence of general social 
progress, partly through conscious and deliberate endeavour. And while' 
with advancing knowledge we are .offnstantly finding that economic 
auaTysis and general reasoning have wider and wider applications, an^ 
are learning in unexpected ways to see the One in the Many and the 
Many in the One; we are also getting to understand more fully how 
every age and every country has its own proklems, and how every cliange 
in social conditions is likely to require a.new development of economic 
doctrines. 
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consumers’ surplus. 


Consumers* 
surplus in 
relation to the 
demand of an 
ix\di,viduai. 


§ 1. The benefit, which a person gets from purchasing at a low 
price things which he would rather pay a liigh price for than go without, 
has ah'eady been called his consumers* surplus. Our aim now is to apply 
the notion of consumers’ surplus^ as an aid in estimating roughly some 
of the benefits which a person derives from his environment or,his 
conjuncture. ^ 

In order to give definiteness to our notions, let us consider the case of 
tea purchased for domestic consumjpVon. Let,us take the case of a man 
who, if the^n^rice of tea were 20 j*. a pound, would just be 
induced to buy one pound annually j who would just 
be induced to buy two pounds if the price were 14s., 
three pounds if the price wjre 10^., four pounds if the 
price were fi^., five pounds if the price were 4«., six pounds 
if the price were 3^., and who, th«, pri^ being actually 2«., does purchase 
seven pounds. We liave to investigate the consumers’ surplus which he 
derives from his power of purchasing tea at 2«. a pound. 

The fact that he would just be induced to purchase one pound if the 
price were 20s., proves that the total enjoyment or satisfaction which he 
derives from that pound is as great as that which he could obtain by 
spending 20h. on other things. When thejirioe falls to 14s., fie could, if 
he chose, continue buy only one pound. He would then get for 14«. 
what was worth to him at least 20».; and he will obtain a surplus satis¬ 
faction worth to him at least ti«., or in other words a consumers’ surplus 
of dt least 6«. But in fact he buys a second pound of his own free choice, 
thus shoWing that he regards it as worth to him at least 14jt. He obtains 
for 28«. what is worth to him at least 20x. +14«.; i.e. 34x. His surplus 
satisfaction is at all events not diminished by buying it, but remains 
worth ntj^east Om. to him. The total utility of the two pounds is worth 
t<,t least 34;^., his consumers’ surplus is at least The fact that each 
additional purchase reacts on the utility of the purchases which he had 

* Se« above, p, 80. * 
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jireviously decided to make, lias already been alhived for, and must not he 
counted a second time, « ^ 

\Vhnn the price falls to 10s., lie might, tf ho chose,#jontinuo buy 
only two pounds; and obtain for 20^^. what was worth to him at least 
S4«., and derive a surplus satisfaction worth at least 14». But in fact he 
prefers to buy a third pound; and as he does this freely, we know thftt 
he does not diminish his surplus satisfaction^ by doing it. He now gets 
for HOk. three pounds; of which tho first is worth to him at least 
the second at least 14^., and the third at least 10 k. The total utility of 
the three is worth at least 44k., his consumers’ surplus is at least 14s., 
and so on. 

When at last tlie price has fallen to 2s. he buys seven pounds, which 
arc severull}*worth to him not less than 20, 14, 10, 6, 4, 3, and 2k, or 
59«. in all. This sum measures their total utility to him, and his 
consumers’ surplus is (at least) tho excess of this sum over the 14k. 
he actually does pay for them, i.c. 45/;, This is tho excess value of the 
satisfaction ho gets from buying the tea over that which he could have 
got by spending the 14k. iu*oxtendingi a little his puroliase of othftr 
commodities, of which he had just not thought it worth while to buyi 
more at their ourrepjt prices; anck any further purchases of which at 
those prices would not yield him any coaeumers’ surplus. In other 
words, he derives this 45k. worth of surplus enjoyment from his con* 
juncture, from the adaptation of the environment to his wants in the 
particular matter of tea. IP that adaptation ceased, and tea oouldj^t 
be had at any price, he would have incurred a loss of satisfaction atleast 
equal to that which he could ha^ by spen^ng 45k. more on extra 
supplies of things that wore worth t^ him only just what he paid for 
them. 

The first pound was probably worth to him more than 209. All that 
we know is that it was not worth less to him. He probably got some 
small surplus even on that. Again, the second pound was probably 
worth more than 14k. to him. All that we know is that it was worth at 
least 14k. and not worth 20k. to him. He would get therefore at this 
stage a surplus satisfaction of at least 6k., probably a little more. 

The significance of the condition that he buys the second pound of 
his own free choice is shown by the consideration that if the pjjce of 14k. 
had been ofifered to him on the condition that he took two pounds, he 
would then have to elect between taking one pound for 20k. or two 
pounds for 28k. : and then his taking two pounds would not have proved 
that he thought the second pound worth more than 8k. to him. 9ut as it 
is, he tSkes a second pound paying 14k. unconditionally for it; and that 
proves that it is worth at least 14k. to him. 
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It is sumetimos objected that as ho increases his purchases, tha 
urgency of his need for his^ earlier^ purchases is diminished, and their 
utilit^j^falls; tlyjreforo we dught to continually redraw the earlier p&rts 
of our list of demand prices at a lower level, as we pass along it towards 
1 lower prices (i, e. to redraw at a lower level our demand curve as we pass 
ak>ng it to the right). But thjis misconcoives the plan on which the list 
of prices is made out. The objection would have been valid, if the 
demand price set against each number of pounds of tea represented the 
average utility of that number. For it is true that, if ho would pay just 
20«. for one pound, and just I4 jj. for a second, then he would pay just 
34/.‘. for the two; i.e. 178. each on the average. And if our list had had 
reference to the average prices he would pay, and had set 17s. against the 
second pound; then no doubt we should have had to redraw the list as • 
we passed en. For when he has bought a third pound the average utility 
to him of each of the three will be less than that of 17 j». ; being in fact 
14«. 8d. if, as we go on to assu^ne, he would pay just lOs. for a third 
pound. But this difficulty is entirely avoided on the plan of making.out 
demand prices which is hera adopted; a^.cording to which his second 
c pound is credited, not with the 17«. which represents the average value 
per pound of the two pounds; but Y»ith the \4#., which represents the 
additional utility which a's^dbnd pound has for him. For that remains 
unchanged when he ha« bought a third pound, of which ihe additional 
utility is measured by 10s. ^ 

S2. We may now pass from the demand of an individual to that 
oramarket. If we neglect for the moment the fact that the same 
The demand of of^money rtpresgnts different amounts of pleasure 

a market. ^ different peopl^.'we may measure the surplus satisfac¬ 
tion which the sale of tea affords, say, in the London 
market, b^tho aggregate of the sums by which the prices shown in a 
complete list of demand prices for tea exceeds its selling price. 

Let us then consider the demand curve DD' for tea in any large 
market. 


1 Again It has been objectedOf what avail is It to say that the utility of an 
income of (say) ;6100 a year is worth (say) £1000 a year? ” There would be no avail In 
sayhig that. But there might be use, when comjparing life In Central Africa with life in 
England, ii^saying that, though the things which money will buy In Central Africa may 
on the average be as cheap there as here, yet there are so many things which cannot be 
bought there at all, that a person with a thousand a year there Is not so well off as a 
l>erson with three or four hundred a year here. If a man pays Irf. toll on s bridge, which 
saves him an additional drive that would cost a shilling, we do not,say that the penny 
is worth B^billing, but tliat the penny together with the advantage offered him by the 
Mdge (the part it plays in his conjuncture) Is worth a shilling for that day. Were the 
orldge swept away on a day on which ho needed it, ho would be in at least as bad 
a ixwitlon as if he had been deprived of eleven jxinco. 
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Let OH bo tliG amount which is sold ihero at the price Jl.i annu^ly, 
a year being taken as our unit of time. Taking 
any point M in OH let us draw MP vertically 0 
upVards to meet tlie curve in P and cufaa 
horizontal line through A in B. We will 
suppose the several lbs. numbered in the order 
of the eagerness of the several purchasers: 
the eagerness of the purchaser of any lb. being 
measured by the price ho is just willing to pdy 
for that lb. The figure informs us that OM ^ 
can be sold at the price PM; but that at any c 
higher price not quite so many lbs. can bo 
sold. There must be then some individual who will buy more at the 
price PM, ^han he will at any higher price; and wo are to regard the 
OMh lb. as sold to this individual. Suppose for instance that PM 
represents 4«., and that OM represents a million lbs. The purchaser 
described above is just willing to buy his fifth lb. of tea at tlie price 4a., 
aqd the Oil/th or millionth lb. mayhS said to be sold to him. If AH and 
therefore JiM represent 2u.,»tlie consumers’ surplus derived from J;he 
OMth lb. is the excess of PM or 4s. which the purchaser of thai lb. would * 
have been willing to pa^ for it over B3I the 2s. which he actually doe! 
pay for it. Let us suppose that a veryttliin vertical parallelogram is 
drawn of \^ich the height is PM and,of whicji the base is the distance 
along Ox that measures the single unit or lb. of tea. It will be con¬ 
venient henceforward to regard price as measured not by a mathematical 
straight line without tliiokness, as PM ; but by a very thin paralleii^m, 
or as’it may be called a thick stretght line, of which the breadth is 
in every case equal to the distance along Ox wMch measures a unit or lb. 
of tea. Thus we should say that thft total satisfaction derived from the 
Oilfth lb. of tea is represented (or, on the assumption magfe in the last 
paragraph above is measured) by the thick straight line MP; that the 
price paid for this lb. is represented by the thick straight line MB and' 
the consumers’ surplus derived from this lb. by the thick straight line jBP. 
Now let us suppose that such thin parallelograms,tor thick straight lines^ 
are drawn for all positions of M between O and H, one for each lb. of tea. 
The thick straight lines thus drawn, as 31P is, from Ox up to the demand 
curve will each represent the aggregate of the satisfaction derived from a lb. 
of tea; and taken together thus occupy and exactly fill up the whole area 
DOHA. Therefore we may say that the area DOHA represents the 
aggi’egate of the satisfaction derived from the consumption of tea. 
Again, each the straight lines drawn, as MB is, from Oar^upwards as 
far as AC represents the price that actually is paid for a lb. of teii. 
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These,. Btmiglit linea together make up the area COHA ; and therefore 
tliis area represents the total price paid for tea. Finally each of the 
straight lines drawn as RP p from^AO upwards as fur as the demand 
curve, represent!^ the consudiers* surplus derived from the corresponding 
lb. ofliea. These straight lines together make up the area DC A ; and 
ftherefore this area represents the total consumers’ surplus that is derived 
frem tea when the price is tdif. But it must be repeated that this 
geometrical measurement is only an aggregate of the measures of benefits 
c which are not all measured on the same scale except on the assumption 
just made above. Unless that assumption is made the area only 
represents an aggregate of satisfactions, the several amounts of which 
are not exactly measured. On that assumption only, its area measures 
the volume of the total net satisfaction derived from the tea by its 
various purchasers. ** 

We cannot guess at all accurately how much of anything people 
would buy ^t prices very different from those which they are accustomed 
to pay for it: or in other words, yrhat the demand prices for it would 
be for amounts very different from those which are commonly sold. 
Oiyr list of demand prices is 4>herefore higftly conjectural except in the 
aeighbourhood of the customary price; and the best estimates we can 
“orm of the whole amount of the utility of anything are liable to largo 
irror. But this difficulty isfJlot important practically. For the chief 
ipplications of the doctrine of eonsumers’ surplus are coneernod with 
uch changes in it as would accompany changes in the price of the 
commodity in question in the neighbourhood of the customary price; 
thaTO^, they require us to use only that information with whi^h we 
are fairly well supplied.^ These i^marj^s apply with special force to 
necessaries. ^ ’ 

Again, for some purposes such things as tea and coffee must be 
grouped together as one commodity: and it is obvious that, if tea were 
inaccessible, people would inorease their consumption of coffee, and 
vice versa. The loss that people would suffer from being deprived 
both of tea and coffee would be greater than the sum of then: losses 
%rom being deprived (ff either alone: and therefore the total utility of 
tea and coffee is greater than the sum of the total utility of tea oal* 
culatcd on the supposition that people can have recourse to coffee, 
and (That of coffee calculated on a like supposition as to tea. This 
difficulty cati be theoretically evaded by grouping the two “rival” 
commodities together under a common demand schedule. On the other 
hhnd, if we have calculated the total utility of fuel witl^referenoe to 
the fact th^t without it we could not obtain hot water ro obtain the 
beverage tea from tea leaves, we should count something twice over 
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if we added to that utility the total utility of t«a leaves, rockoued on 
a similar^ plan; and again the total utility of agricultural produce 
inclydes that of ploughs, and the 4wo ma^ not be added together; 
though the total utility cf ploughs may be. disoussed^in connoatiou 
with one problem, and that of wheat in connection with another. 
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^UASI-UEN'J’S, OU INCOMKS^FROM AN APPLIANCE FOR PHODUCTION 
' ALRJSABY MADE RY MAN. 


The farmer's 
“rent.” 


§ 1. The farmer pays “rent” to his landlord without troubling 
himself to distinguish how much of the annual net value 
of his land is due to the free gift of nature, and how 
much to the investment of capital by his landlord in the 
improvement of the land, and in erecting buildings on !t. Now the 
income derived from farm buildings, or houses, is clearly of the same 
character ‘as the income derived from durable machines; and that 
income is popularly classed with prpfits more often than with rent. But 
yet the farmer’s habit of speaking ha^ much justification. For^the 
iheomes derived from appHadces for production made by man have 
really something analogous to true rents. 

The net incomes dqfived from'appliances for production already 
made, may be called theif quasi-rents; partly because we shall find 
Quasi-rent. considering periods of tftne too short 

to enable the supply of such appliances to respond 
change in the demand for them, ^he stock of them has to 
be regarded as temporarily fixe^ For the time they hold nearly the 
same relation to the price of the things which they take part in pro¬ 
ducing, as is held by land, or anycoliher free gift of nature, of which the 
stock is permanently fixed; and whose net income is a true rent. Let us 
take an ill&stration from manufacture. 

§ 2. Let us suppose that an exceptional demand for a certain kind 
Illustration textile fabrics is caused by, say, a sudden movement 

relating to of the fashions. The special machinery required for 

manufacture, mating that fabric will yield for the time a high income, 
governed by the price that can be got for the produce, and consisting of 
the excess of the aggregate price of that produce over the direct outlay 
(including: wear-and-tear) incurred in its production; and the quasi-rent, 
or net income, from the machinery will be for the time greater than 
normal profits on the original investment. 

If later on the tide turns, and the demand is less than had been 
expected; the factories with the most imperfect appliances, and the 


1 .Seo above, p. 214. 
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worst machinery in other factories will be thrown out of work; wCile 
those machines, which it is just worth while to keep in work, will just pay 
theiactual expenses of working them?but wH^ yield no surplus. But the 
excess of the price got for the goods made by the bettei*appliancqe over 
their wear-and-tear, together with the actual expenses of working them, 
will bo the income which these appliances yield during the short period* 
of depression. This quasi-rent or net inoofhe derived from the machinery 
will in tliis second period be less than noianal pi'olits on the original 
investment. 

These remarks may bo extended. Appliances for production are ol 
many different kinds; they include not only land, factories and machines, 
but also business ability and manual skill. The owner of any one of 
those will not generally apply it to produce anything, unless he expects 
to gain in return at least enough to compensate him for the immediate 
and special trouble, sacrifice and outlay involved in this particular 
operation, and which he could escape by declining to und^take it. 

In short periods the supply of 1.11086 various appliances for pro- 
dflction—whether machinery^ and other material plant, or specialized 
skill and ability—has not time to be fuJly adapted to demand, aud fiio ' 
producers have to adjust their supply to the demand as best they canJ» 
with the appliances already at theft disposal. .> On the one hand there is 
not time materially to increase those appliances if the supply of them is 
deficient; and on the other, if the supply is excessive, some of them 
must remain imperfectly ^mploycd, since there is not time for tho 
supply to be much reduced by gradual decay, and by oonvergtffb to 
other nises. Tho particular inoome^derived from them during those 
times, does not for the time afle|t perceptibly ihe supply, nor therefore 
the price, of the commodities produced by them: it is a surplus of total 
receipts over Prime (money) cost, governed by the more or leps accidental 
relations of demand and supply for that time. And tliis excess has 
enough resemblance to that excess value of the produce of land over the 
direct cost of raising it, which is the basis of rent as ordinarily under¬ 
stood, to justify us in calling it a Quasi>rent. 

A Quasi-rent differs however from a true Rent in tliis way. If 
true Bent ceased, those gifts of nature which are free and proper 
imperishable wouM remain undiminished, and be ready and Quaa^- 
to contribute theilpart to production as before. But if 
tho Quasi-rent from any class of appliances for production not made by 
man fell so low that it did not amount in the long run to normal profits 
on tlie investment of capital and effort required to sustain the supply 
of those appliances; then those appliances would dwindle, Ind would 
not contribute their part to production as before. In long periods,^n 
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the cither hand, there ia time to adjust tlio resources of supply to 
demand. 

§ 3. The general priiic»tle un&r discussion may then be put tfcus. 
Restatement anything and the amount of it that is pro¬ 

of the main duced are together governed by the general relations of 
principle. demand and supply; the price just covers the expenses 
of production of that part of amount which is raised at the greatest 
disadvantage; every other 'part yields a surplus above its direct cost; 
and this surplus is a result and not a cause of the selling price. For the 
price is governed by the relations of supply and demand; and while, of 
coui'se, the surplus does not affect the demand, so neither does it affect 
the supply, since it is yielded only by a part of the produce which would 
be produced even at a lower price. # 

When we are taking a broad view of normal value extending over a 
very long ^riod of time, when we are investigating the causes which 
detei‘mine normal value “in the long run,” when we are tracing the 
ultimate” effects of economic causes, then the income that is doriwd 
fr^m capital in these forms enters into*the payments by which the 
expenses of production of the commodity in question have to be covered, 
iiid it directly controls the action ^ the producers who are on the 
iiiat^n of doubt as to whftt]j^«r to increase the means of production or 
not. But, on the other ^land, when we are considering the causes whioh 
determine normal prices for a period whioh is short relatively to that 
required for largely increasing the supply oi those appliances for pro* 
dutfMK, then the stock of these appliances has to be taken as fixed, 
almost as though they were free gills ©^nature. The shorter the period 
which we are oonBideriu^, and the slower the process of production of 
those appliances, the less part will variations in the income derived 
from them pjay in checking or increasing the supply of. the commodity 
produced by them, and in raising or lowering its supply price; and the 
more nearly true will it be that, for the period under discussion, the net 
income to be derived from them is to be regarded as a producer’s' surplus 
tor quasi-rent. 

This doctrine is however difficult, and easily misunderstood. Further 
study is required before it can be safely applied to complex issues*. 

1 .S<n|e fiirtlitT jitiuly will b« found in Principla, fiftli edition, V . viii \i. 
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DEYKLOPMKNT OF TIIK DOOTRINK OF WA(JRS. 

§ 1. The simplest aceount of llie causes which determine the 
distribution of the national income is tliat given by tlie French econo¬ 
mists who just preceded Adam Smith; and it is based 
upon the peculiar circumstances of France in the latter o^nlon°that 
half of last century. The taxes, and other exactions wages are 
levied from the French peasant, were tlien limited only by the 
by his ability to pay; and few of the labouring classes necessaries, 
w^e far from starvation; and therefore the Physiocrats, 
as the French economists of •the time w^re called, assumed for the sake 
of simplicity, that there was a natural law of population according to , 
which the wages of laboijr were kept at starvation limit. They did not 
sui)po8e that this was true of the whole ^prking population, but the 
exceptions ^^re so few, that they thought that*the general impression 
given by their assumption was true. 

Again, they knew that the rate of interest in Europe had fallen during 
the five preceding centuries, in consequence of the fact that “ect/hdJliy 
had in'general prevailed over luxury^’ But they were impressed very 
much by the sensitiveness of capital, and the quickness with which it 
evaded the oppressions of the tax-gatherer by retiring from bis grasp; 
and they therefore concluded that there was no great violfenee in tlie 
supposition that if its profits were reduced below what they then were, 
capital would speedily be consumed or migrate. Accordingly they 
assumed, again for the sake of simplicity, that there was something like 
a natural, or necessary rate of profit, corresponding^in some measure to ' 
the natural rate of wages; that if the current rate exceeded this necessary 
level, capital would grow rapidly, till it forced down the rate of profit to 
that level; and that, if the current rate went below that level, caf>ital 
would shrink quickly, and the rate would bo forced upwards again. 
They thought that, wages and profits being thus fixed by natural laws, 
the natural value of everything was governed simply as the sum of wages* 
uid profits required to remunerate tlie producers. 


» Seo nbovp, pn. 2S1. 24S, 2SS. 
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«Adam Smith saw that labour and capital were not at tlie verge of 
The western starvation in England, as they were in France, In 

world has out- England the wages a great part of the working classes 

facto which sufiicidnt to allow much more than the mere neces- 
that opinion sarics of existence; and capital had too rich and safe 

^was based. a field of employment there to be likely to go out of 

otistence, or to emigrate. S(^when he is carefully weighing his words, 
his use of the term,3 “the natural rate of wages,” and “the natural 
*yate of profit,” has not thft,t sharp definition and fixedness which it 
had in the mouths of the Physiocrats; and he goes a good way towards 
explaining how they are determined by the ever-fluctuating conditions 
of demand and supply. He even insists that the liberal reward of labour 
“increases^the industry of the common people”; that “a plentiful sub¬ 
sistence increases the bodily strength of the labourer; and thetsomfortable 
hope of bettering his condition, and of ending his days perhaps in ease 
and plenty,^ animates him to exert that strength to the utmost. Where 
wages are high, accordingly, we shall always find the workman more 
active, diligent and expeditious, tfiati where they are low; in England, 
fof example, than in Scotland; ip the neighbourhood of great towns than 
in remote country places And yet Adam Smith sometimes falls back 
into the old way of speaking, and tfaps makes pareless readers suppose 
that he believes tlie mead j^el of the wages of labour to be fixed by 
an iron law at the bare pecessartes of life. «, 

Malthus**’ again, in his admirable survey of the course of wages in 
England from the thirteenth to the elghteentfi centuries, shows how their 
mdlHMevel oscillated from century to century, falling sometimes down to 
about half a peck of corn a day, gsing sometimes up to a peck and 
a half or oven, in the fifteenth century, to about two pecks: a height 
beyond which they have never passed except in our own day. But 
although hesobserves that “an inferior mode of living may be a cause as 
well as a consequeuce of poverty,” he traces this effect almost exclusively 
to the consequent increase of numbers; he does not anticipate the stress 
which economists of our own generation lay on the influenoe which habits 
‘ of living exercise on ftie efficiency, and therefore on the earning power of 
the labourer. 

Bicardo’s language is even more unguarded than that of Adam Smith 
and«Malthus; his whole treatment of wages is in some respects less 
satisfactorthan theirs. It is true, indeed, tliat he says distinctly’:— 
“ It is not to be understood that the natural price of labour estimate in 

1 Wealth of Nationn, Bk. i. ch. vrri. “ Political Eco-itom-y, IV, 2. 

3 Blcardo’s Prim'Aples, v. 
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food and necessaries is absolutely fixed and constant...It e^sentiaRy 
depends on the habits and customs of the people.” But, having said this 
one^ he does not take the trouble toarepeat ^t constantly; and in conse¬ 
quence many readers forget that ho says it; Ind supposf^him to believe 
that tlie population always increases very rapidly as soon as wages rise 
above the bare necessaries of life, and thus causes wages to be fixed by 
“a natural law” to the level of these bare necessaries. This law has 
been called, especially in Germany, Ricardo’s “ironor “brazen” law: 
many German socialists believe that this law is in operation now even in 
the western world; and that it will continue to be so, as long as the plan 
on which production is organized remains “ capitalistic” or “individual¬ 
istic”; and they erroneously claim Ricardo as on their side. 

Mill followed Malthus in dwelling on those lessons of hisfery which 
* show that, if*a fall of wages caused the labouring classes to lower their 
standard of comfort “the injury done to them will be permanent, and 
their deteriorated condition will become a new minimum tending to 
perpetuate itself as the more a?iple minimum did before.” 

^ut it is only in our own generation that a careful study has begun 
to be made of the effects that iftgh wages iiave in increasing the efflcieney 
not only of those who receive them, but also of their children and grand- 
cliildren. In tliis matter*the lead iias been taken by Walker and other 
American economists; and the applidbition comparative method of 
study to the Ihdustrial problems of differeht countries of the old and new 
worlds is forcing constantly more and more attention to the fact that 
highly paid labour is generaJly efficient and therefore not dear laboured 
fact wlych, though it is more full of hope for the future of the hbman 
race than any other that is knownjto d®, will be fptind to exercise a very 
complicating influence on the theory o^ distribution, 

§ 2. At the beginning of last century, great as was the poverty of 
the English people, the peoples of the Continent were poordt still. In 
most of thorn population was sparse, and therefore food 
was cheap; but for all that they were underfed, and could 0*^x1" of 
not provide themselves with the sinews of war. France, minemxSven 
after her first victories, helped herself along by the forced to dependence 
contributions of others. But the countries of Central ofvvageeon 
Europe could not support their own armies without * * 
England’s aid. Even America, with all her energy and national resour^, 
was not rich; she could not have subsidised Continental ariKies. The 
economists found the explanation chiefly in England’s capital, which was 
much greater than that of any other country. Other nations were envious 
of England, and wanted to follow in her steps; but they were Enable to 
do so, partly indeed for other reasons, but chiefly because they had not 
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c<;pUal enough. Thoir annual income was required J'or immediate oon* 
sumption. There was not in thorn a large class of people who had a 
good store of wealth set l/y, whiph they did not need to consun^e at 
once, and whig^ they coul& devote to making machines and other thin g s 
that would aid labour, and would enable it to produce a larger store of 
things for future consumption. A special tone was given to their 
arguments by the scaroityr.of capital everywhere, even in England; 
that the growing dependence of labour on the aid of machinery; and 
lastly, by the folly of some followers of Rousseau, who were telling the 
working classes that they would be better off without any capital at all. 

In consequence, the economists gave extreme prominence to the 
statements; first, that labour requires the support of capital, i.e. of good 
clothes, that have been already produced; and secondly, that labour 
requires the aid of capital in the form of factories, stores oflCaw material,' 
&o* Of cpurse the workman might have supplied his own capital, but in 
foot he seldom had more than a little store of clothes and furniture, and 
perhaps a few simple tools of his .own—hi was dependent for everything 
else on the savings of others. The labourer received clothes read5^to 
rjear, bread ready to eat, or li'e mone^*With which he could purchase 
them. The capitalist received a spinning of wool into yam, a weaving of 
yam into cloth, or a ploughing of land, and,only in a few oases com¬ 
modities ready for use, edats^ready to be worn, or bread ready to be eaten. 
There are, no doubt, important exceptions, but the ordinary bargain 
- between employers and employed is that the wage-receiver gets command 
over commodities in a form ready for immediate consumption, and in 
eitehange carries his employer’s goods a stage further towartijs being 
ready for immediate > ponsumptihn. ^But while this is true of most 
employees, ik’k tiot true of those Who finish the processes of production. 
For instanoei ’those who put together and finish watched, give to their 
employem ^r more commodities in a form ready for immediate con¬ 
sumption, than they obtain as wages. And if we take one season of the 
year with another, so as to allow for seed and harvest time, we find that 
workmen as a whole hand over to their employers more finished com¬ 
modities than they iltweive as wages. There is, however, a rather forced 
sense in which we may perhaps be justified in saying that the earning 
of labour depend upon advances made to labour by capital. For-—not to 
takb account of machinery and factories, of ships and railroads—the 
houses lodued to workmen, and even the raw materials in various stages 
which will be worked up into commodities consumed by them, represent 
' a far greater provision of capital for their use than the equivalent of the 
advances^which they make to the capitalist, even when they work for a 
i^onth for him before getting any wages. 
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Such are the facts which ccononiista of the present as well sTs of 
earlier times have wished to express by saying that all labour requires the 
st^port of capital, .whether ownedsby the-^abourer or by someone else; 
and that wlien anyone works for hire, his wl^ges are, a«a rule, advanced 
to him out of his employer’s capital—advaneed, that is, without waiting 
till the things which ho is engaged iii making are ready for use. Thes? 
simple statements have been a good deal criticized, but they have neV'r 
been denied by anyone who has taken then| in the sense in which the^ 
were meant. 

Unfortunately, however, .some of the older economists were not 
content to leave the matter there. They went further and said that the 
amount of wages was limited by the amount of capital; and this state^ 
mont cannot be defended; at best it is hut a slovenly way of talking. It 
has suggesited to some i)eople the notion that the total amount of wages 
that could bo paid in a country in the course of, say a year, was a fixed 
sum. If by the threat of a strike, or in any other way, one body of 
workmen got an increase of wages, thgy would be told tliat in consequence 
c.^'her bodies of workmen must lose an amount exactly equal in the 
aggregate to what they had^gained. ffhose who have said this h&ve ' 
perhaps thought of agricultural produce, which has but one harvest ii* 
the year. If all the wheat raised at one harve^st is sure to bo eaten before 
the next, and if none can be impoftfed, th'in it is true that if anyone’s 
share of thcPwheat is increased, there will bo ju^ so much less for others 
to have. But this does not justify the statement that the amount of 
wages payable in a country Ms fixed by the capital in it, a doctrin^wjjioh 
has.been called ‘ the vulgar form of the Wages-Fund theory.’ 

§ 3. The doctrine of the \YAge8-Fund received oounteuance from 
some careless exprc|sion8 into which,Mill was betrayed his desire to 
treat the problem of Distribution in his second Bqok ^ 
before that of Exchange in his third. The attempt was ^ome of Mill’s 
necessarily a failure. But lie collects all the* various ^adl^”* 
elements of the problem in the third chapter of his worded, 
fourth Book; and there the relations of laboi^ and 
capital are presented symmetrically, and the Wages4<'und does not appear. 

The proposition that Industry is limited hy capital^ was often in- 
ferpreted so as to make it practically convertible with the Wages-Fund 
theory. It can be explained so as to be true: but a similar explanation 
would make the statement that “ capital is limited by industry” equally 
true. It was however used by Mill chiefly in connection with the^ 
argument that the aggregate employment of labour cannot generally be 
increased by preventing people, by Protective duties or in oflher ways,' 
from satisfying their wants in that manner which they would prefar. 

28 


M. 



434 


APPENDIX D. 


The'’effects of protective duties are very complex and cannot be disciuised 
here; but Mill is clearly right in saying that in general the capital, that 
is applied to supiK)rt and aid labour in any new industry created by sui?h 
duties,, “ must hi»ve been withdrawn or withheld from some other, in 
which it gave, or would have given, employment to probably about the 
same quantity of labour which it employs in its new occupation.” Or, 
to j)Ut the argument in a more modern form, such legislation docs not 
vrimd facie increase either j)he national dividend or the share of that 
dividend which goes to labour. Por it does not increase the supply of 
capital; nor docs it, in any other way, cause the marginal ofiicicnoy of 
labour to rise relatively to that of capital. The rate that has to bo paid 
for the use of capital is therefore not lowered; the national dividend is 
not increased (in fact it is almost sure to be diminished); and as neither 
labour nor capital gets any new advantage over the other in bargaining 
for the distribution of the dividend, neither can benefit by such legislation. 

The first Pundamental Proposition of Mill’s is closely connected with 
his fourth, viz. that Demand for crtmmodities in not demand for labour: 
and this again exprcss9s his meaning badly. It is true that those, who 
puhshase any particular commodities, do not generally supply tlic capital 
(lhat is required to aid and support the labour which produces those 
commodities: they merely divert capital and employment from other 
trades to that for the products of which they make increased demand. 
But Mill, not contented tvith proving this, seems to imply that, to spend 
money on the direct hire of labour is more beneficial to the labourer than 
to e^nend it on buying commodities. Now there is a sense in which this 
contains a little truth. For the price of the commodities inoludes 
profits of manufiMturef '^nd^'middieman; and if the purchaser acts as 
employer, he slightly diminishes the demand for the sei|^vicos of the 
employing class, and increases the demand for labour as he might have 
done by bujing, say, hand-made lace instead of machine-made laoe. 
But this argument asshmes that the wages of labour will be paid, 
as in practice they commonly are, while the work is proceeding; and 
f ihat the price of the commodities will be paid, as in practice it 
commonly is, after the commodities are made: and it will be found that 
in every case which Mill has chosen to illustrate the doctrine, hii^ 
arguments imply, though he does not seem to be aware of it, that the 
consumer when passing from purchasing commodities to hiring laboiqf« 
postpones the date of his own consumption of the fruits of labour. And 
^he same postponement would have resulted in the same benefit to 
labour if the purchaser had made no change in the mode of his ex¬ 
penditure 

* A fuller discuBRlon of the Wayes-Fund Is kIvcu in Principles, Appendix J. 
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Abstinence 1:M) (see Waitiiiff) 

Activities in reliition to loants 58—00, 
346—50 

Agents of prodnctioii, classificatiuti 
of 85 

Agricultur<' 87—102, 101; Eiiglisli 
system of 310—7 
Allotinouts 315—0 n. 

American, economy of*liigh wa^s 
•262, 431; land tenure 310, 311 • 

Apprenticcwliips 383 n. 

Arbitration 385 
Aristotle 3 
Ashloy 403 n. 

Australia, eight hours’ day in 3<)0n. 
Auxiliary capital 50 

Babbage 119 
Barter 190-1 
Biology and economics 139 
Bbhm-Bawei k 283 n. 

Boycott 371 
Brentaiio 399 n. 

Burnett 305 ii., 379 n. 

Business management (seo Contdnts, 
Book IV. Chs. XI., XII. and Book vi. 
Ohs. VII., VTii. Bee also Mauage- 
mont, earnings of) 

/ 

[laimes 65 n. f 

Dapital, definitions of 45—^ stan¬ 
dard use of term 46; : >th of 

1‘29—88, 250—1; adjustment of 
to business ability 176—7, 874—(5; 
demand for in a trado 240—2; in 
relation to wages in general 256—8; 
Mill’s propositions on 483—4 


Carlyle 22 

Character, influence of wui-k on 1; 

intimmee of poverty on 1—2 
Child, Sir Josiali 136 
Children, employment of 14 ; inor- 
• lality of 115, 119; educatiolf of* 
122, 410 

Christianity, influence of 10 
CiLcul^tivy capital 50 
ClnAto, influence of 9, 112 
Coke 99* 

Collective action, modern tendencies 
of 405 

(Jollcctire goods 38; use of wo^th 83 
“Common Uuhi” 345, a chiH instru¬ 
ment (jf iTrade Umons 371; in rela¬ 
tion Uf true and false standardissa- 
tion 399—401; to variations in tho 
purchasing power of money 400—1 
niiyefition, fimdamantal character¬ 
istics of 5—8, 256; its tendency to 
apportion wages to efflciency 289; 
principle of substitution a form of 
256 

Competit ir% supply 223 
Composite, demand 22 '!; supply 223 
(Conciliation 396 
Conjuncture 80, 326 
Constant return 180 
Consumer 8 surplus 79; analysis of 
80—1, 420—4; how affected by 
monopolies 231 

Couaumptian 42; ethical aspects ht 
83-4, 247—9, 412—3: of different 
grades 70 

Consumption capital 60 ^ 

Conventir^al necessaries 44, 258 
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Co-operation 170; its difflciilUea 171— 
■ 2; holies for its future 175$, 29a; in 
agrictilturo 308 n., 31G, 387 n., 
397 n. 

Cost of marketini^ (see Marke^hi^) 
Cost of'jirodurtioii lOf); its relation 
to utility and to value 20»>—-1; tt) 
f rent 202—3 

Credit, disorganization of, andc its 
effects on production jpul consump¬ 
tion 402 
Cice 364 n. 

Cunmlaiit e effects with regard to 
labour 268, 270—1, 273, 275—6 
Custom 9, 268 n., 307 n. 

Dairy produfiG, co-operation in 292 
Darwin 139 
Definition 33 

Demaiwl, o/69- 71; grada¬ 

tions of 61 — 8; f.ani of 67; elcnieiit 
of time in 67—8, 211—2; increase 
y* 65; of rich and poor 69—71; 
for necessai’ies 72; joint 218; de- 
. lijed 218; coinpointe ‘^l; eurre 
65 n.; point 65 n.; price 63, 193; 

‘ schedule 64 

Depression of trade iJ28—9, '102 
Derived demand 218 * i> 

Dijfevent iation 189—10 „ < 

Diminuhinff return, law of, or ten¬ 
dency to 91,91-“5; Iticardo’s state¬ 
ment of was inaccurate 100; in 
relUiru to mines and fislieries 102; 
in relation to population 182—3, 
349-60 ‘ 

IHmitmhing utility^ lam of 62 ' 

Discounting future pleasures and 
pleasurabte ^yents 77 
Distribution iu relation to exchange 
283, « 

Distribution of means between wants 
' accordhig to marginal utilities 75; 
~X- ® commodity betw^^ii different 

. uses 76—8, 239 n. 

Division of labour 142—50 
Domestic industry 163—4 

servants 275 n,, 393 

Dose % 

Dose of capitkl and labour 95 n. 

Euit?nngs, theories of 248,429—31; iu 
relation to efficiency 239—40,215— 
60, 260-% 329, 350—1; their re¬ 
lation to supply of labour 127—8, 
2^0—60; general rate of 256—8; 


efficieney 260; piecc-worle 260; tasTc 
261; real and nominal 263; supple¬ 
mentary 265; effect of progi'ess on 
o 437—44; of fluctuations of credit en 
401—2; of parasitic work 408 n. (see 
Contents, Book vi. Clis. i.—v.) 
Earninys of manayement 52 (see 
Management) 

Earninys of undertal-iny 52 
Economic chivalry, its possiliilities 
412 

Economic freedom 8; growth of 9—18 
Economic lam 26, 

‘Economic man’ 19, 26 
Economic motives 19—22; not ex- 
• clusively sclfisli 21—2, 133; gene¬ 
rally measiirnblo 19 
Economics, provisional definition 1; 
a modern science 4 —5; conocrued 
cliiefly with measurable motives 
19—22; the cliief questions which 
it investigates 29—3f); practical 
. issues wliicli point to these inqui¬ 
ries. 30--2; methiMls of study ot 
416—8 

Education, 122—4; as a }iatioi)al in- 
vestunmt 121—5, 410 
E^Jlciency ciirninys 260; tmid to 
' ‘e«iuality 260 -2 
Elasticity of demaiul (59 
England, growth of free industry and 
entcri)riKe in 10—18; her geo¬ 
graphical advantages 10; growth 
of population of 107-10; laud 
, tenure of 301), 309—17; lier g:aina 
fioni cheap trausjmrt 331—‘2 
lEquilihriuni 190, 198 
Expenses of production ^95 
Elxtemal ecemomies 150; yoods 35 

Factories, growth oi 11—12 
Factors of production 196 
“Funner,’’ American liOt)—10 
Farms, larg<j and small 311—4 
Fusliion, influence of 67 - 8 n. 
Fertility of land, general conditions 
of 88—9 n.; relation to time and 
pla«:e 99-400 
Field of employment 326 
Fisheries 102 
E'ixed ca 2 )ital 50 
Footpounds, measurement by 111 
Foreign trade, Eiighind's gains from 
330-2 

E'ree ewnpetUion 8 196, 256 
Free goo<l8 36 
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Freedom^ economic 8 

Freedom of industry and enterptise 8 

General alnlity 122 • • 

George, Henry 329 ii. 

GiiFeii 138 n., 339 ii., 341 ii. 

Gilinaii 403 n. 

Golden age 8, 40") 

Goods 34; classification of 34—6 
Goschen 344 n. 

Government undertakings 170, 40i—a 
Graded goods, marketing of 186, 
226-7 

Grading of labour 379—80 
Greece, Ancient 10 
Gross earnings of management 178 
Gross income 51 

Gross inter«it 284; analysis of 284— 

1); does not tend to equality 286 

Hours of labouM^ limitation of 35J— 

4; in Australia 360 n. 

House industry 163—4 
mvell 382 11., 899 ^ 


Improvements in agriculture 317 n. 
Income, its relation to capitHl 45—6; 
gross .51; net 51; monei^bX ; sociar 
52; per liead of popnktion 16 ii., * 
405—6 n. 

Increasing return 92,180; its relation 
to supply pi-ice 180—1,197—8, 231 

Induction and deduction 416 . 
Tndusttial organization 139—41 
Industry is limited by capital 433 
Instrumental ^jrital .50 

Insurance aganist risk 227.9,2.s.5 - 6 

Interp'athn MO 
Interchangeable parts 144—.5 
Interest 52, 130; its relation to de¬ 
mand for capital 240—2; rale of 
Ijow determined 2.50—2; gross 283 
—4; net 283—4; changes in rate 
of 337 

Internal economies 150 
fntemal goods 35 
luvestment of capital 204—7 
^lond, land tenure in 316 
M'ow or brazen law of wages 248, 317 ’ 
Irregularity of employment 265, 292 
—8, 356, 401—2’ 

Japan 249 
Jevons 185, 242 n. 

Joint demand 218 


Jouit products 222—3 • 

Joint-stock companies 168—-70, 292 
Jaint supply 222 

Lahou\4% 85; it|.supply price 86; 
skilled and uuskuled 120—1; elli- 
ciency of 111—28; disputes, illus¬ 
tration of derived demand 218—• 
21 ^ inconstancy of employment t>f 
264—5, 354-» 6; limitation of hours 
of 311—4 (see Earnings) • 

Labour market, peculiarities of 268— 
81 

Land 85, 87,252; changes in value of 
336 

Land tenure 307—17 
Law a statement of tRidency 23; 
social and economic laws 26; “nor¬ 
mal" the adjective coiTesponding 
to “law ” in this use 26—7; iionnw 
action not neccssarily.riglit action 
27, 418—9 ; for Law of demand 
• etc. see under Demand etc. 

Leisure 351—2; difficulty of using it 
well 413 

Leroy Deaulicu 341 n. 

Localized indinstries 151—5 
Long and short periods, classification 
orji6 

“Jlong ruj*," meaning of the phrase 
2(K) 

Luxuries, demand for 70—1 

Machinery 113—50; has duifhii^ied 
• demand foj unskilled labour 409—10 
Mnlthus l«3->4, 108, 430-1 
•Man, both the end and an agent in 
production 103, 128, 248 
Management, earningsffif 52; gross 
and net 178; various forms of ad¬ 
justed b^law of substitution 289— 
93 (see Contents, Book vi. Cha« 

VI., VIJ., VIII.) 

Manufacture ^56; improyements in i 
11 n.; percentjps'e of English popu¬ 
lation engaged in not increasing 165 
Margin of cultivation 96 

projitahleness 206 
Marginal demand-price 63 
dose 96 
purchase 62 
'return 95 
utility 63 
Market 184—9 

Marketing 168—9,226—o, oi«—5 
Marriage-rate, causes affecting lOx 
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UtSx, Karl 283 n. 

Material and non-matenal Goods 35 
Maximum satisfaction 190 
Metaydr system 308, 310 n. ' 

Metho^ d stady^>416—8 
Migrau<m,hiiidrancoa toinMiddloAges 
107; from country to town 115—6 
MUl, John Stnart on capital 60, 433 
^—4; on i^ades of lafonr lih»—7; 
on cost of productioti 195 n.; on 
% wages 398, 431— i '' 

Mines 102 

Minimum wage 381, 407—8 
Mobility of labour 125—8, 881—3 
Money 39; its use as a measure of 
motive 19—21; changes in marginal 
utility of 21, 63—1, 80—1; varia¬ 
tions in purchasing power of 401 
Money cost of produettori 195 
Money income 51 
Monopolies 230—1, 292—3 
Monotony of life, and in some cases 
of work, diminished by machinery 
148—9 

MSTtality, rate of in different occupu- 
. tions 115 n.; in towAi and country 
’ 116 n. 

Munro 417 fc, - ^ ^ 

National dividend 47, 236; ostiifta- 
, tion of 52—3; a stream not a fund 
235; in relation to lessening the 
Imurs of labour 356 
NatiorBl income 47, 52, 235 
Notional wealth 38 ^ O 

Necessai'ies, for life, tor^ ejflciency, 
convtMional 42—4, 247—9, 348 ;c 
dbmand for 70—1 ’ 

Nei isdva/ntapei 61, 206—7 

Ntl earning's of manageifjfni 178 v 

NjU income 60—1 

mel interest 288—4; tends to equality 
286 

Net product of labour filO, 825 .. 

Netherlands, agriculture in 310—iFit. 
Ne^ countries, causes of high wages 
and intei^t in 326—9 
Nomifsal y^es 263 
Normal 2|W, 419; elasticity of term 
208^;;l^ply price 196—^200 {see 
Coompt COOK V. Chs. iii.—v.) 

^ 

OppD MMces, public interest in 160, 

WtUoc 

Ogfanization of industry 139—41 
Oi^anized markets 187—8 


Parasitic work 408 n. 

Partnership 167. 

Peasant proprietors 291, 308—10, 
815-6 • 

Periods, long and short 208—17 
Personal goods 35 
risks 285 
wealth 37 
Petty 305 . 

Physiocrats 248 

Piece-worh wages 260, 382—< 

Pigou 403 n. 

Plato 139 

Political Economy. (See Economics) 
Poor-law, its influence on population 
109; on saving 182 
Population, doqtrine of 103—4; causes 
that ^vern the grovtth oi 105-^ 
10, 2^;' lis ^rcssnrs on (Ite meank 
^sp|jptence 101. 181^, 240^9, 

Poverty, a cause of degradation. 2, 
267, 270—1; remedies for 406-j- 

Pnee 39; a measure of utiuty 63 
Price, L. L. 399 ii. Vi’ 

Prime co«f_206—7 * 

'^oduotioif on a large scale 156—61, 
311-4 

Profit sharing 172 ■ 

Profits 52, 295; liow far tendency to 
equably (^9.5—300; "fair” rate of 
300 ;^n relation to fluctuations of 
price 301—2 . 

Progress, its Influence on values 826 
^—44 

Property, rights of 414 
Protection ^ ’ * 

Quasi^rent 230, 302 «.» 374 n. 

426— 8 

liaising the demand schedule ^5 n. 
Hate of profits 298 
Real and money income 51 
cost of production 195 
wages 263 

Rent 52, 97, 303—6; of natural abiK- 
iies 281 n., 802 n.; in relation 
cost of production 202—3; difference 
between it and o^her earnings 252; 
in relation to quasi-rent280,802 n., 

427— 8; and rise in value of produce 
304; effect of pro^^ess on 3W; re¬ 
statement of classical doctrines as 
to 208; of building land 426 




